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Preface 



Executive Summary 







Despite degays. IPP has helped to promote fhe development of private =tor hdisstry aod to 
increase local axld foreiga investment in h e  Bangladesh private sector. 

In general, the dynamics of prlvatc sector inv-eae are too complex, and the scale of IFF is too 
small, to allow m a u m e n t  of IPP's impact using macroeeonamic famias. As noted earlier, 
however, macmecowmic indicators have impmved, espwldly during 19% w~~ i~~dussid 
output grew 10.3 pmc* and the value of planned inuestnents registered with the % 0 I  rose 
tenfold to S 1-26 bifliion. 

Fmm 1992 to I994 the m a k t  cqi~alizatiori of securities listed on h e  Dlraka Stock Exchange 
increased ftom 5330 mitiion to $880 million, aided in part by investment fkorn offshore mutual 
h d s  interested in Baagladesh as an merging market. Estimates of the amount of foreign fulnds 
involved range from S5G to $208 million dollas. 



The f ist  mCC/PIAG staff. two respected Bmglad&i professionals and reform advocates, 
began work in -4ugrrst 1992. The resident chief tecbicaI adviser (CTA) arrived in 1993. The first 
PWG policy papexs wcre circulated for comments in early spring 1993. Since thm PMG has 
produced eight majar poky reports, several shorter papers and memoranda on policy issues, a d  
the first issue of a quart~riy review of policy refom issues. PfAG has also organized t h e  major 
policy issue workshops and a number of Key Person F o m .  

Leaders from gmmnment, the private sector, am? the international donor cornunity know 
about PMG, respect its professional staff, znd b e  a high regard for its w o k  In pubtic f e r n ,  
media articles, and printed poky pap= PMG lhas advocated implementation of policy reforms 
that have coritributed to a dramatic increase in lmal and foreign investment planned for the 
Bangladesh private sector. In 1994, S818 million of  new projects were registered with the BQI, 
more than triple the amount registered in the preceding 3 years. 

MOf has been helpful as a $atform. Senior officials have embraced PIAG reform effom and 
helped to chmplrm them in pubiic forums and in %ice-to-face meetings with other branches of 
governmat responsible for implementing reforms. PLAG documents have ken  circuiated in hf€ 
uitb a cover page listing PUG as a unit within MOI. No PlAG documem has yet been c i d k e d  
under a signed MOI cover ietter endorsing the recommmdations. 

MOI staff assigned to PLAG have not participated in or contributed significaatiy to the 
analyses and reports PlAG bas produced. MOI and '&W have not made the administrative 
decisions necessary to make PLAG a permanent unit within MOI. 

Responsibility for SOEs and industrial gaIicy is spread throughout the governmeat. SO& are 
managed by thee ministries (Industries, Jute, and Textiles). in addition, the Board of Investment, 
the Privatization Board the Ministzy of Planning, the Bangladesh Tariff Commission, the Customs 
Service, the Bangladesh Bank, and the Board of Inland Revenue J1 have power to affect 
industrial btvdopmeat. 

fn addition to PIIAC, there are s e v d  bi&-profile private sector groups, such as the Federated 
Chamber of Commerce and Industry, t h t  are interested in promoting investment srnd reforming 
policy. 

PlAG dvozates and monitors progress on reforms using a policy refom matrix that is very 
similar to the agm& included in ?he SAC-2 agreement between the World Bank and the 
Bangladesh government. World B d  staff have professed interest in and a high regard for 
PEAG's work, but have not cooperated in sh~ring data or otherwise assisting in PUG'S research 
efforts. When the World Bank canceliled the SAC-2 agreement with the Bangladesh government 
in December 1994, it did so without coasulhg U S D  or PEAG beforeband or noaiMng them 
afterwards- 

No private sector bank has applied to the SICIS program, and those banks strong aough to 
qualifj. have 005 expressed much interest. The SICIS program is nat open to the nationalized 
commercial banics (NCB) of Bangladesh's public sector. 

There are I6 private sector comerciai banks and 2 fbmciai lasing companies operating in 
Bangladssh. The b& include 4 bsanchm of internatiomi banks and I2 iocsl private sector 
banks, The financial sector system in Bangldesb is in the midst of a difficult nfom and 
transition process. Only about me-half of the locat private sector banks are financially stroag 
enough to qualidj. for SICIS. 



Some promotion of USAWs Laan Portfolio Guarantee program in Bangladesh occurred as 
early as 1990. In 1993 a seminar explainhg the program was well attmded by kaders and 
of"hcers From the banking and busiaess community. An officer ficm A.I.DJWashington, Priivate 
Enterprise Ofice of Investment, returned to visit potentiai appiicanrs in 1894. Also in 2994, 
training workshops in financial management were beid for businessmen and bankem who 
expsessea; interest in the SICIS program. 

%e bank that could quahe, the Bangjadah branch of ANZ Grindlays, requested permission 
Fo apply fm SICIS guarantees from its regional headquarters in the summer of 1994. As of 
January 1995, petTnission had not been granted. ANZ Grindlayflmgiadesb had planned to qp!y 
for coverage of a portfolio of appximately $I million, consisting of 6 or 7 loans in the $150,060 
range. 

Two new financial leasing institutions did apply to the program in 1990. However, they were 
not accepted because they were too mall and lacked the required 3 years of audited finamid 
mtmentr;. 

The Bangiadesh Ministry of Finvlce instituted a tom guarantee program of its own in 
Deember 1993. As of October 1994, this program had not generated more than a dozen 
guaranteed loans. 

By the end of 1994 the IESC program had fielded 34 volunteer executives (VE) who have 
provided more than 1960 person days of techicai assistance to Bangladesh private sector 
enterprises. Most enterprises report ( I )  strong satisfaction with assistance received and (2) positive 
improvemerrts in productivity as a mult of implementing reconmadations made by W s -  

Most volunteers have been assigned to enterprises in the medium-scale range by USAH) 
standards. Small mterprises have been helped indirectly though assistance given to NGOS that 
work with SMEs. 

BASC has established itself legally, developed a business plan, and hized professional W. It is 
opatiug ;in oEce, reference room, a d  training facility in a converted resideace in the 
Dhmondi section of Dhaka, 

Between 1991 and 1994 BAS@ f 1) provided training to 787 people (including 151 women) 
from 243 organizations; (2) carried out 11 consulting assignments, including 4 to start-up 
enterprises and (4) qmnsod 38 trsrining events, includiny seminars, f~nmrs, and a catalog 
exhibition. 

Qther findings may be summarized as follows: - In 1993-1994 BASC earned about Tk 765,000 ($19,000) in fees from consulting work (49 
percent) and mining (51 percent). This was more than double the income earned in ehe 2 
previous y m  combined, but still accounted for less &ar? 8 percent of BASC's annual 
operating corn of Tk 10.6 million ($265,000) in 199H994. 
BASC's d m c e  library contains 588 publications. a h x t  a11 of which are in English; 42 
are in Bengali. 
Training at BASG is conducted in both Bengali and English, Participants report high 
satisfiiction with the training courses and plan 10 attend more sessions. BASC was not able 



to report ku the evalmturs on improvments in productiviry by businesses that have 
received training. 
Some chambers of commerce anrB industry (CCI), as  well as some private sector 
institutions, offer training similar to that: offered by BASC. 
BASC has done very W e  brokering business, that is, matching a client with a provider of 
technology or management services, BASC does use uoc-BASC personnel far traini~g and 
cowdting work by contracting strare-tern expert. and paying hem directly. 
BASC professionais are not typically assigned new business or income generation targets. 
While BASC was under MIDAS' stewardship, progress toward establishing BASC as a 
sega,ate hctional entity was very slow. 
BASC is currently the largest PP component in t ern  of budget, accounting for S2.39 
million of USAID/Banglad&'s S5.56 million budget for IPP. 

Baqislesh WRed SWes Bus- Council 
Key findings for BUSBC included the following: 

iPP funding for BUSBC, a PVO i~corporated in Virginia, began in 1989 a d  a ~ d t d  h 
1991. BUSBC continued to operate for a wbiie longer with SI00,000 of BDG funding 
received in 19W, 
In 199G BUSBC had between 26 and 33 dues-paying members. Annual income from dues 
asd fees was about S6,000, which covered less than 10 percent of its average annual 
operating expases, excluding program and events. 
BUSBC's executive director is not aware of any US. enterprise that went on to invest in 
BangMesh after using BUSBC's services, but be named four projects be beiieved may 
eventually make a significant investment in Bangladesh. 
BUSBC produced some promotionalt pubiications, a short video, and brief investment 
opportunity studies &at were provided to interested inquirers. 
BUSBC organized two short invesment missions consisting of Bangladeshi government 
oficids and private sector business representatives traveling to the United States in 
of investment aad trade opRunities. BUSBC organized no missions for U.S. businesses 
to visit Bangiesh. 
Since leaving BUSBC, the former executive director bas phyed key roles in (1) advising 
the Ban@&ah Board of kwesbnent on resmcwing its options and (2) advising 
OccidentaI Petroleum in its swcessful efforts to obtain concessions in Bangiadesh. 

IBP is a complex project with multiple componmts. This complexity, along with the project's 
confused, delay-ridden implementation history, make genmlized conclusions diffidt. 

IPP has focused on its bee-pa;rt pupose of reducing policy, technological, and credit constraints 
on private sector industrial investment, and p r o p s  has been made by two of the projat's five 
componentsts PIBLG has contributed marginaliy to reducing policy constraints; ESC has 
contributed to removing tecfinologicd corastmint~ faced by individual private enterprises, The 



~t &c Mission's efforts to launch SICIS did pla] 
key role in stimulating govement efforts to reduce redit constraints on SMEs. 





The lESC prqpm is working well in Baagladesh because of good administration and hause 
govennnent policy reforms are creating new opportiPnities for private sector fim. Now and in &e 
near fiatwe, the Mission can expect fESC techajcal assistance ro make verjt positive contributions 
to beIping private industry and to accomplishing its strategic objectives in the area of susainabte 
development and job creation. 

M S W  acted so slowly in helping to launch BASC that, aside from training, BASC's substantive 
work started only in April 1993, 

BASC has made only ss margirtal contributioa to tbc loghme output of "'increased business 
use of knptov& tedmology and maaagmeno practices." The evaluators are unaware of any 
BASC flom that have: Icd to inctcasd Iocal or foreign invtstmmt in the Bangladesh prima 
sector other than the investment clients make in attending training or purchasing consulting 
services &rough or fkom BASC. 

BASC is not cwexrxly self-sustainable, and its prospects for becoming sdf-sustaining are mt 
good. BPaSC's 393-1994 costs werc about 14 times larger than its income, even though income 
doubled in that year. BASC will have to continue: tc dodie its income each year for the next 4 
yeas to reach viabiiity. 

The naardcet for BASC's sewices as a twhoiogy conmlItant of. broker has nat been ckdy  
defined. The strong demand predicted by the I989 sample mvey that prompted creation of the 
BASC component has not materialized. 

By accepting cosrsu9ting and training assignments fium fm-paying cknts, BASC is competing 
witb private sector enterprises that offa similar consuIting and training services. 

As It now hctions, BASC is not rwcbg enough S M 3  to fulfill its targets under the 
Cooperative Agreement (CA). BASC must reach more SbEs without allowing its costs to rise 
appreciably; to do &is, it must bmase the eE&veness of its aisting &tfE BA$C can use the 
period of the CA to determine if there is a long-term viable market and scale of operations that 
would be feasible: in the absence of its grant fundis. If the a ~ ~ w e r  is negative* BASC has to be 
willing to cease operations at the end of its CA grant. 

BUSBC was orasustainable. It never operated in a manner tbat could be sustained fmacial'iy by 
private sector membership. ALthuugh its operating costs far exceeded it dues income, the benefits 
it produced for its membership were negligible. 







1. Overview of the Industrial romotion Project 

BACKGROUND 

The IPP is a major A.I.D. project with five components: 



Business R&&Q~). Smic1?1: Center f'BASC3, a newly created nongovementd 
orpnbati~pn INGO) that only recentiji estatdkhed itself as an entity separate from 
MXDAS. At S239 million, BASC iuli:ous for 43 percent of the Mission's resources 
budgeted for the IPP. Although struggling with marker a d  strstaiddity pro~blems, BASC 
has provided 38 h n i n g  man tu an atmated 787 petso= qs~[=smthg 243 
l o ~ h t i ~ a s .  





The ody logfimc outputs unlikely to bc achieved before the scheduled completion date are those 
associated sui& rhe f #CIS comgonent and the establishent of a f IAG-type unit by Otre 
Bmgldesb govermnent. Both of these outputs required significant investmena by other parties, 
~d$ it appeas that thus inratmeats will not be made. C d n  of the PMG component's benef~ts 
cadd be amtinwxf i f  a phage s t o r  ~~gmkaation is willing to assume P1AG's role of monitoring 
refinn impbeatation, sponsozbg dialogue between the private and the public sectors, and acting 



Increase of 25 percent in the amount of smdir exzended by banks !a SNEs. 
* X n m e  of 25 percat in the number of businesses receiving credit for the fim h e ,  
* Zncrcase of 25 ptpcrnt in new business starts, - Program makes 1000 toans to SMEs using guarantees. and 

Small Ioaxls (S1J50 to SS.000) make EIF 25 percent of total loam 
A new approach ~ 4 i i  be required. The maiuaturs suggest making an effort to work with the 

Bangladcsb Bank on is loan ~~ program and i t s  p r o m  to ailow Grameen Bank and the 
Bangladesh Rural Assistance Cornittee (SRAC) to issue gsvemmmt--teed bonds. The 
financial sector in Bangladesh still n& considerable technical assistance in the overall area of 
evdmting risk and cr&!two~iness, Technical assistance in this area is I I K C ! ~  to help wotihy 
SME obtain financing and to help strengthen the financial sector. 

Although it is budgeted to receive the largest s h e  of WP resources, BASC does not appear t~ be 
producing the bulk of fPP's economic benefits. BASC has to menginem itself to reach 14 t hes  
more SMEs than it is currently reaching with services priced low enough for SMEs to pay. This 
4 1 1  be i? dificuit task. One possible approach is simply for BASC to use its Cooperative 
Ageemat h& to offer as many hniag  comes as possible in subjects of interest to SMEs. 
BASC should not try to compete for com1mcy contracts with enterprises capable of paying 
market rates. BASC must improve its anoaitoring and repodrig to the Mission of its estimated 
impact on &e S M B  it assists. 

The Policy Review Committee estimated in 1994 that host-country contributions ( K C )  for IPP 
will equal %I 8.5 million, but $1 8.3 of that figure wars expected to come from private sector 
investors d bdcs participating in the SICK loan program. If  no banks phcipate in the SICIS 
loan program, estimated host country coctributions wiII be SI .(a million, consisting of S203,000 
h r n  the govemena and 53.2 million &om the private sector. This level of  HCC participation, 
which pepmen& 20 perrent of PP fun&& is likely to be achieved or exccede~. The value of 
MOl a d  other gowmmt  resource5 and time alirxated to f?P project programs probably . y e d s  
$100,000, espialty if the d u e  of duty excrqtim on project-related equipment is included. 

Private sector participation in the proljrxt inciudes the living allowmces t h t  assisted firm 
have paid to ESC volunteers and fuo& paid KO BASC for training aad consulting (approximately 
%0,#0 and S27,000, respectively, as of end 1994). Private sector participation a h  includes the 
h e  private sector enterprises (business, banks, and NGOs) have spent working with ESC 





kcernber 1994 the World Bz& cancelled the of the SAC-2 credit (S50 million) after 
disagreeing with Bangladesh governat  leaders about an acceptable pace for farme reforms. 
With elections approaching, the govemmentys politicai wili to pume reforms may be weakening, 
although both leading parties now espouse policies designed to encourage private sector 
invesm.ent, In the remaining months rhe PRG contractor and the Mission should explore 
opportunities for continuing certain aspects of PltAG's monitoring and advocacy within the domain 
of some private sector organization that can support policy analysis activity. 

CONCLUSIONS 

The IPP was in some ways the right project at the right t h e  in Bangladesh. Because the project 
coincided with the Bangladesh goveanmmt's reform efforts, the PMG and IESC components were 
able to make positive and sometimes dramatic contributions toward the subgoal of promoting 
private sector investment. It should be recognized that PlAG played more of a suppohng than a 
teading role: however. given the relatively slow pace of reform and Bangladesh's history of weak 
imlplmeatation, PIAG was very helpfil to all concerned with tracking progress, advocating 
implementation, and monitoring the impact of reforms. 

The hilure of the SICIS component -ass caused by an overreliance on (1) a Bangladesh 
private financial sector that was not nature enough to embrace a credit insurance program and (2) 
banks not strong enough a, qualify for participation in the SICIS program. Although SIClS did 
not accomplish anything directly, it did motivate the government to construct and offer a loan 
gwrantee p r o w  of its own tfUOugh the nationalized commiaI  banks. In addition, the 
government is planning to permit Gt-ameen Bank and BRAC to raise funds for credit program to 
microenterprises by issuing govment-guaranteed bonds. This will have a sizable impact on the 
small-loan end of tbe credit spechum. Some Crameen Bank and B M C  I o w  may be large 
enough to address the "credit gapt' needs of SMEs in the Sl,25O to $5000 range, Even if they are 
not. the flow of credit into that end of the spectrum will help microenterprises and mall 
businesses. 

The history of IPP implementation is so filled with interruptions, problems, and delays that it is 
difficult to identify how things could have been done more effec6vely. In the opinion of the 
evaluation team, the Bangladesh government deserves most of the blame for not supporting 
imp1emmtat;on of IPP. However, USAID appears to have been less haxi sufficientIy prepared to 
deal with the lack of interest in and support for P P  shown by the government elected in f 991. 

Implementation may have gone more smoothly if IPF had been formalIy linked to the ISAC-2 
agreement between the Bangladesh govemnent axnd the Worid Bank. Judging fTom the apetieace 
of other developing countries struggling with the pressures of transition poiicies, it wuld  be 
wrong to assume that advocacy done can achieve much without the financid leverage tkat 
structural djusbment Ioans provide. By the same token, the BAG2 agreemeat might have gone 
more smoothly if the Bangladesh government and tfnc Bank had relied more on MAG to assist in 
tracking obstacles and meeting conditionalities. 



Tbe IPP really had two types of gods and component programs, some focused on the industrial 
sector in general, others focused specificaIly on assisting SME development. Although it is true 
that mdl industries suffer more acetely from repressive reforms than large businesses (which can 
afford to "work" the system to their advantage), the duai focus did not make impternentation of 
I]PP easier Luau size restrictions. for example, would have hampered the SKCIS component even 
if private banks fiad decided to apply for participation. The ESC and PMG components have had 
trouble contributing to the ShE goak, and BASC is confused about its proper cfimtde and target 
market. Indsrsaiai sector refom and assistance to SMEs are- two different problems, and little 
appears to have been gained by wing to tackle both with a single project design. It is aifficult to 
speculate wbether implmentatiun of two projects would have been easier or twice as had; but in 
retrospect the IESC a d  PMG components have been more successful than the SICIS anaZ BASC 
components. Sepg,n_tely designed and administered projects would have made more sense 
c o m c e p ~ ~ ~ y  and made implementation of each strategy more focused. 

No IPP component is sustainable, and none should be expected to become self-sustaining. The 
Mission's Project Review Committee is correct to assume that a newly created NGO such as 
BB4,CC will not be able to achieve financial sustainability unless there is cornyelling evidence to 
the contrary. On the basis of this assumption, the Mission should prefer project designs tbnb avoid 
creating new entities and use already viablle private sector organizatiorns as vehicles for programs 
that require sustained application of resources, even after donor funding is reduced or eliminated. 
At the very las t ,  the: subsidy component should be lower, if a program can be located within a 
CCI or even a private sector service firm. If the program proves not to be ~el~sustainable, the 
winding-down process will be less wrenchiag for an otherwise viable organization than for a 
newly created entity totally dependdent on donor funding. 

Certain benefits e o n  the cornponens, as distinguished from the entities themselves, will have 
a sustained impace-in particular the increase in invesment and autput that will result from policy 
reform. In addition, the value added at firms that have successfitlly impIemenkd IESC VE 
recommmdatiom will be an annual benefit to the Bangladesh economy. 



2. Policy Lmplementation and 
Analysis Group (PIAG) 

The Bangladesh economy is struggling to make the transition from 20 years of state ownership 
auld control to market-dnvm, private sector activity. 1% lacks the lega! and regulatory fmwork 
atad the administrative skillis n d c d  to make that mamition. Furthermore. the cornmimetit to 
pursuing transition is neither steadfast nor uniform throughout the civil service, where many key 
oficials remain uncunvinced of the benefits o f  urivate sector developmat. Proponents of 
libewiiziition. however, agrec that dismantling ~qwessive policies isnd sate control over resources 
is the top priority for economic developmeot. 

The Poiicy hplmentafion and Analysis Group (HAG) is ?;be one of the key strategic 
initiatives of the Industrial Promotion Project (IPP). PUG is a biisrteral program instituted to help 
the BangIdesh govemeut kpfement the 1991 New Industrial Policy and to assist the Ministry 
of Industries (MOI) in f 1) identifying legal, regulatory, and procedural constraints to industrial 
dmeioummt and (2)  conducting policy analyses in support of deregdat;on nnd reform. 

The USAID-fimded contractor is the InterAmerica Management Consulting Corporation 
(IMCC), an 8{a) firm based in Miami, Florida. MCC contract staff far PMG consists of an 
expatriate chief technical adviser (CTA) in addition to a team of between three aed six 
Bangladeshi experts in economic and private sector development serving under long- and short- 
terra contracts. The DMCC staff of PMG operate out of ofices in the Motijhecl area of Dhaka, in 
the vicinity of but not in the same building as the MOI staff assigned to PIAG. According to the 
Project Paper, "if successfid, the PIAG will be established as a pmment unit in the MOI Policy 
and Planning Division." 

I,mplemmtation of this bilaterd component was delayed considerably by problem within and 
outside Bangladesh. The project agreement was signed in August 1989, but a project 
hplementation order for &e PIkG component was not signed until March 1992. Civil 
disturbances, the downfall of rhe Ershad regime, the election of a new government, a cyclone, and 
the Gulf War di contributed to the delay. In some respects the delay was fortuitous. The new, 
democratically elected government that came into power issued a New hdustrial Poky in 1991 
that embraced the principles of private secmr4rim1, market-oriented development. In addition, 
the World Bank's second Industrial Sector Adjustment Credit (ISAC-2) was negotiated with the 
new gave-enk creating $100 million in credits as an incentive for implementing industrial 
sector reform poIicks2 PIAG, therefore, was able to begin operations in an atmosphere more 
open and conducive to policy d o r m  than before. 

'In December 1994 the World Bank witMtzw the =mining $50 million tranche of ISAC-2 credits after 
disappointment some Bm-h government eflorts to daze and fkilure to agree with the g o v e w n t  on an 
action program far futher progress coward industrid m o r  reforms. 



Tbe BIAG cornponeat was to be completed in Scptmber 1494. However. it was extended by the 
Bangladesh g o v m m t  and USAlD to September 1995 (MCG's contract expires August 15, 
1995). A new work plan and a revised te613nicai assistance project paper (TAPP) far g o v m m t  
approval were prepared to accompany the project amendment ia a b i k e d  program. The revised 
TAP? was approved and all documents are consistent with the Mission's amended logme and 
the strategic objectives expressed in the Mssion's PRISM exercise of 1994. 

At the t h e  of the project amenheat in July 1994, roughly hatf of the A.I.D. knds programmed 
for the PfAG component had been expended. However. it seems Ckely that virtualiy all funds will 
be expended fbr FLAG by Auguss 2995. The following table shows the use of budgeted inputs as 
of June 38, 1994? 

WPM Em@ 
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In some respects for Bangladesh PUG was the right activity under way at the right time- Despite 
a diffrcuit start-up, PfAG has made signi5cartt progress on two of its thee main A.I.D. wets. 
A thumbnail view of achievements to date is given in the foibwing table. 

PMG will probably reach its wets for reports and for regulatory reforms, but the w e t  of an 
ongoing unit in MOI is unlikely to be achieved. 

'Soulfie: Action Menmandurn on Approval of Supplement to the Project Paoer and Amendment to the 
Project Authorization for IPP, daed Juty 21, 1994, from Mr. Peter Am&; and Work Plan. Septtennber 
1994, by PEAG. 



As of November 1994 the PfAG staff bad produced eight major reports and numerous notes oa 
particlotar matters (see Exhibit 2-11, coaducted three high-pmfiic seminars. and engaged in 

. considerable dialogue with various ministries and spokesmen for the private: sector. PfAG's 
studies and sernimrs are meiviag fkvoraBle comments fiom sources witfiin the governmat and 
the business and donor comunities. The pup's professional reputation is good and its local 
staff, Dr. Abhr Rab and Mr. h e d  Ali. are particularly well regarded as advocates for tariff and 

Exhibe 21. PIAG Pubtications 

Asswarm to MOI 

PIAG's genera1 approach has been to plan each subtask (report, seminar) with MOl and the 
haisIjion, arnd &en use that report to solicit comments and hold seminars or other f m s  to 
promote a consensus on regrtEatory refom. la the process, PLAG is assassisxirig MOI staff in planning 
s t w k ,  developing terms of referace (TOR), using outside consultants, and organizing a public 
diabgue. 

PLaG's work plan ouol- six general tasks: 
1. 5- the industria! ~ ~ a t o r y  policy fraonework; 
2. Analyze administrative systems, operatianal prmdm, and capacities of MCI a& related 

agencies; 
3- Monitor hpimtntation of economic reforms; 
4. Study invemmt promotion; 
5. Assess tbe impact of tariff liberalization on Bangladesh induse; and 
6. Develop a consensus for reform. 

These mks, which address the ourputs expected of PWG, emphasize areas (such as trade 
iibcmkation and investment promotion) in which PXAG's skills are strong and in which other 



technicai assistance efforts have been uder way in %angladesh.%ese 
PIAG's efforts are more likely to contribute to a c i d  reforms. 

are areas in which 

hvsbnmt controls 
Quotas on imparts 
Banking rqulati@ns 
Legal refom 
Exchange controls 
Export coatrols 
Labor ~.ee;uiatior;s 
indtrstry reforms. 

Tfic 9-page recornendation section contains 54 rxommendations that are generally consistent 
witb the Mission's Policy Agenda Matrix ($9 points) ef September 28, 1994, and with the list of 
reforms in tfie World Bank's IISAC-2 agenda, which also has a policy m&. 

Task 3 in PfAG's work plan involves implmentatian. PLAG uses a Policy Refom Matrix 
dme'toped ftom its own Report 6 and the f&wk received in seminars, to monitor 
implementation of refom (see Appendix G). Several observess believe this monitoring activity to 
be PUG'S most important contribution to refom cfkrts. PMG's work plan for 1995 iachde~ 
plans LO use the matrix as tbc basis of targeted discussions ("Key Perscla F o m " )  with 
poticynrakers and private sector leaders from affected industries, The evaluation team a g m  that 
peridcaliy updating the matrix and using it to hold discussions of issues md g r o ~ ~ s  shouId be 
a PtAG priori-ially in view of the canceilation of the SAC-2 credit in Dc~mber 2994, 
which is likely to diminish the use of the World Bank's list of policy reforms, at least as a 

PLAG has betxi active during a period of major economic and political refom. The repefcussiotls 
of those reforms have been Barge enoug& to register a significant improvement in he  @orm=e 
of ?be Bangiadeh economy. Reforms spurred an industrial growth rate of 10.9 percent far FY 
1993-1994 {JulqLJune). ahis rate was almost double the 5 9  percent growth rate in FY 1990-1991 
andl was Eanghksh's first double-digit industrid growth rate in many years. bflation fell from 
8.9 percent to 25  percent over the sane period. Exports increased by 20 percent and foreign 
exchange reserves rose to S880 miHionr, emugh to cover 7 months of imgorts. 
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ioiti~ily cut training from the PWG work plan, but later agreed te reinstate activi~es bat 
supported other approved PMG tasks. 

Key MOI personnel W o w  the very highest s f i e r  levels are not invoIved in PEAG's activities 
or B i i o a s .  For example, the head of MOT'S Monitoring and Evaluation Unit has not been 
invited to the PIAG semi- by MOI's project dimtor fur PUG. 

?he outlook for PIAG becoming a permanent w i t  within MOZ, or for its activities being 
continued after A.I.D. tiinding ceases, is not good. In the evaluators' opinios the contractor is 
doing dl that can be done, but MOB and the Bangladesh government have not placed a high 
priority on the continuation o t  or MOI participation in, PIAG. The Industrial f rumtion Project 
and RAG were designed at a h e  when MOI was led by a dynamic minister who would 
probably have wed PUG to iacreasr: MOI's role in poticymn&ng. Since the change in 
governat .  however, there has k e n  a succession of PJiOI secretaries, the ministry's rok in 
policymaking has k e n  rebuca and the ministry has retuned to its daily agenda of managing 
5tate-wad corporations. &me observers believe MOI is too protective of the SOEs it manages 
and not effective in preparing or pushing for privatization. As long as MOT manages tbe state 
owned and subsidized corporations, it is a less-than-ided platform for a reform-oriented policy 
d y s i s  w i t .  Momver, if MQl is not aggressively involved in privatization, the case for 
strengthening it as an iastitutian is ako weakb 

Ik,e cam;;t S t e w t  sf b & i s e s  cif ?&GI &- EGW k d  an extended opportunity to work wit& 
P U G  and sce how a policy analysis group within MOI can operate. G e n d  reaction within MOf 
to PUG'S study of instit~tiod saen@hming f i r  MOI has been positivt, but there has not yet 
been lnuch evidmce of strong interesr: in continuing PMG as a wit witbin MBf. Indeed, the 
Secretary speaks as if continuation is not an objective. Some Mission mmbexs have also 
expressed the opinion that the absence of demonstrated g o v m m t  support for industrid policy 
d o r m  makes PIAG's longea-tern sustainability unlikely. But the goal of a permanent cell still 
exists in the !o-e aad the f APP. 

PWG has managed to make a positive contribution to the polio] debate and can at least partly be 
credited with befping to achieve policy reforms tha? have encouraged new investment and created 
job. 

AMmgh planned investments have surged, the increase in actual investment has. been Edr less 
apparent. Investors encawaged by policy reforms have made plans and registered with BOI, but 
actual investments have been slow to appear. hvestos are likely encouraged by new reforms, but 
we still cautious h u t  investing major mounts. 

AItbugh senior MOX ofticids bye cooperated with PIAG and used !he MOI as a platform 
for reform advocacy. 3401 will not be able to continue the PIAG ur;it after USAID funding for the 
unit ends. MUI bas not made the decisions, stafXng assignments, resome allocations, and other 
efforts necessary either to (1) work closely with and learn from PXAG experts or (2) enable MOI 

'Even respox~sibitity for pikmizing r k  SOEs has been vvesced in a new Privatization Board ffomed in July 
19933, of which the Secretary of MOI is 1 of I l memkrs. 



to continue PMG practices md techniques. The evaluation team believes this is mainly because 
MOI's policymaking mie within governmeat has defined since IPS was designed. 

Despite tbr: lack of enthusiasm for continuing PWG, there is still a nee$ for p d i q  reform 
resc3l~:h and advocacy in Banghie&. '%ere is also a need for technical assistance in mppofi of 
civil &ce reform especially a p r ~ m  ah& at the middle LeveSs of the civil setvice. 

From the paspectiye of the private sector. there is also a need far an ombudsman service that 
wifl monitor itaplernmtation of refom. report Iax intplmmtati.ou or abuses, and champion the 
cause of malf businesses that are burdened by unnecessary regulatory and bufeatucratic obm8cles.. 

Cancellatioa of $SAC-2 probably signifies a slackening in the pace of tef0f:r: within the 
Bangladah g a v m m ~  at las t  until a* the next election in f 9%. ForhmateSy, thc b w ~ f i t s  of 
refom to date have k e n  evident enough that both Ieading pstiticd pmie =aw endorse market- 
oriented refom in public, The cme~1t round of reforms hzve @vzhPlized some opposition forces, 
howeverT and the next round might require decigcra that are even more politicafly unpapda, 
such at3 privatization and closue of SOEs. The c m t  govtmenr may be reluctant to proceed 
with the next round of reforms or may simply hope to consofidate gains and Pet the opposition 
cool befort proceeding. Whatever the case, PrPlG and the Mission could play an impo-5 a%eit 
Mtf, role whilc the World Bank's ISAC-2 agenda is in abeyance by ( I )  helping the govment  
to continue hose reforms it wishes to pursue and (2) continuing to present the in ffavor 
of randding tougher dorms. The Mission should harbor no illusions about the diffidty of 
mobilizing sugporc for politically risky refoms without the leverage of sizable adjustment credits. 
Perfuming a supportive intermdary role in this prid, however, may kgratiaie the %iisfiia tii 
Bff i  for -future policy assiS~daclc. 

The evalmtion team tsas severai ~ommendatiom for smgthmmg the impact of the PlAG 
component during the remaining period of its opet-ations. Some of these rewmendations have 
already been incorporated into HAG3 own work plans, but are still war& mentioning: 

Emphasis on iarrplementaaion. The PIAG wit should focus on t&e I in its name by 
rnonito*g the irraplmcntation sf regulatory ref- and measuPing its ecommic hpacl it 
shodd highlight ineffective, distorted, or subverted implmentatioa. Although a nmber of 
groups are actively suggesting or drafting reforms, PIAG is the ody mug the d h o n  
team knows of that purports to m k  implementation and Impact using economic anaiysis. 
Business groups report om how c h g e s  flect their members, but m l y  ~tLtempt to 
estisnate the h p ~ r  on the national cEonomy. 
Narrower focus BIAG should fixus on a few significant reforms. From the large f i t  of 
reform advocated, PfAG needs to select the 12 worst impediments to industrial 
development Ehilli it wiU track and report an. 111 chming what issues to &v8~ate, P U G  
should make rough estimates of the mpact that refonns will have on the economy, An 
impiicit ca+benefit methodoIogy wddies the scoring hierarchy in the Mission's 
Industrial Policy hdex. 
Brspxrm madifiicstkms. PIAG should continue its planned program of studies, seminars, 
and waaksh~p sessions. A few modifications are suggested: 



I. More atte~tion should be devoted to the Policy Refom Matrix. fPLAG's Third Work 
Plan already plans fix this.) fa addition to updating the matrix periodically, PLAC 
shoatd consider adding coImm hat  report on he status of imp!ematation. citing acxt 
action needed and tbe agency reqomible. A column estimating impact (or the cost to 
the economy of nor acting) couid also be added 

2. PWG shouid try to estim;tte impacts of potential and acm1 reform. It shauid use 
microeconomic logic and its communication links to businesses likely to be affected 
by refam to (I )  identify the type of impact a reform is Iikety to have and (2) make 
rough. iIlustrative estimates of the impact when possible. This will be easier in cases 
w k x  the impact is to reduce investment or transaction costs for private sector 
busin-. Tbe @act of more general coctributions to h e  iiavement climate or 
improved functioning of markets may not be measuabte; however, relevant indicators 
(such as investmats registered at &e BOZ and Dhaka Stock Exchange activity) &odd 
be aonitored. A rigorous methodology is not required to illustrate the probable scale 
of imp;rct acid irngomce of refom. Quandtaoive estimates from PIAG will help the 
Mission assess bow much the regulatory reform effort is contributing to its strategic 
objectives. Quantitative estimates may adso help forge the link in the public and 
bureaucratic copsciousness between reform and economic benefits-as well as? the 
opposite link between failure to act and ecorzomis impoverishment. 

3- In its program of temaioing studies P U G  should try to incarpotate at least one 
example of an intiustryvide analysis of obstacles to industrial investment imd 
production. In addition to a-eguhegulatocy constmints on deveIupment, this analysis should 
f m  other obstacles such as limited inhsfrncture and *&air competition from 
subsidized government moaopoIis. This we of analysis could be incorporated into 
one of the investment sttidies PMG is planning. It could also be coordinated with 
other Mission research eflorts under way in Bangladesh, such as the study of the 
electric power sector. 

* Dissemination and cwrdination. The P U G  unit s h l d  continue to forge its intellectual 
linkages wit% other reforin agents ;ts follows: 

Streq$hen contacts with chambers of commerce and industry (CCI) aad other business 
service groups, such as the Business Advisory Service Center (BASC), that have Ilnks 
$0 small and medimsized entepprises. PUG should identify for the Mission potential 
swc-rs that couid coatiaue P ~ ' S  efforts to maintain the Policy Refom Matrix 
ever i i  a permanent unit in MOf is not esablihed. 
Maintain formal and i n f a d  comacts with the WorM Bank, which will probably need 
PgAG assistance in regmuping its o m  efforts for refom. In return, it is hoped the 
Wur", dank wili be more c o o p d v e  with HAG. PUG should dso develop stronger 
links witin the Asia  Devciogmmt Bank. 
Ehtablish liaisons with experts on legal reform and tax policy in Bangladesh and 
elsmheae before pramding with extensive work in these areas. 
Promote adoption a d  institutionaIizadon of PIAG work by MOI and its permanent 
staff by ( I )  inviting seiected MOZ staff t~ its seminars (middle-level as well as senior- 



level staff,, (2) providing in-house briefings and discussions on PIAG activities, and 
(3) using MOI staff in PWG studies if possible, 
Consider adopting an even bigher profile or becoming more confrontational as the time 
remaining to influence policy diminishes. Infomdly, PIAG or the Mission should first 
consult with other reform lcaders in Bangiaaesh to deteranine if such an approach by 
PLAG would be advantageous at this time:, 

The evaluation team recornends against establishing a permanent PUG-type unit within Ma. 
The MOI needs an unit that will focus on the ministry's needs for instibtiond strengtbning and 
managemeat of SUES. Establishing such a uait would be consistent the Mission's strare& 
objectives snfy if (1) MOI is more involved in privatization and (2) priwitidon is more clariy 
Iiaked to development of private sector employment and SMEs. The latter is possible, but the 
fame? is unlikely in the foreseeable futue. 

The Mission and MOI need to review the priority placed on the god of a coatiwing PWG- 
type unit in MOI. If  rtiis is a high priority, the Mission, PlAG management, and MOI need to take 
definitive steps toward developing glans for a successor unit. Administrative actions and plans to 
secure personnel and resources quire immediate attention. These pF?m have to be developed 
mainly by MOI with assistance fiom PIAG. In the short run PIAG can (1) encourage MOI to 
commit to developing its own poky unit, (2) assist MOZ in developing pi= for such a unit, (3) 
mcxxrzge the Secretw~ to follow though QE his ~~~~l-mitmmt to disserrino~a ?LAG repix3 tmder 
an MOI cover letter signed by hi, and (4) assist MOI in selecting personael and arranging for 
mining. 

The Mission should be clear about the nonavailability (or limited availability) of b d s  for 
continuation of such a unit- PkG can aim nelp the ministry develop a TMP that is not premised 
on A I D .  hnding. 

The Mission and the PiAG advisers can influence but carmot force this &we. If it a p p a s  that 
sufficient interest or resources are not forthcoming from MOI, P U G  should aim to md i?s work 
with MOMaving done an effective job of demonstrating (I )  how a policy unit works and (2) 
how MOI can use consultants to mdeaake policy studies. PIAG can a h  leave MOI wl& 
guidelines and an agenda for continuing a poky unit, should the mini- choose to do so at 
some Iatcr date. 

Although f lac shodd finish its curreot work program w i t h  MOI, t&e goal of establisbg s 
permanent policy anitlyss unit in MOI should be reconsidered in the light of MOl's changed 
sitiion, z d  aiterolative h igas  &at might be more eEectiva 

?he BangEadesh govmmt contintics to need assistance in strmgthcniag its policy analysis 
capzbilities and its adminkative abilities to implmmt refom. Both the government and donor 
i'sstitutions have relied on Mission assistance in these areas for some h e ,  most recently through 
the Finamid Sector R&rm f roject (FSWP) a d  fPP. The Mission should continue to offer the 
govement such asskbace when and where possible. Real policy design and advice should be 
Iocatd closer to those areas of the government that are engaged in policy decisions and drafting, 
such as the Prime Minister's Qf'Frce, the MOI or the Privatization Board, or the BOI. The 
evaIwtion team recognizes, however9 that these entities have not previously been receptive to 
foreign-funded policy cells, and thae it 1s probably best for the Mission to wait until clear support 
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and momentum for &is type of ass'rs~-e emerges. There are reasons to expect that the 
government will once again embrace this type of assistaxe. The next phase of reform wili be 
politically more difficult and the guvement may perceive a need for assistance in educating the 
public and preparing public opinion. Policy analysis and advocacy will continue to be an 
iirportant facet of promoting a coflsemus for reforms. And liberatization, along with an improved 
administrative capacity on tbe part of governat,  continue to be two keys to accelerating 
economic reform in Bangladesh. 

If the gOVtmt.i~€XIt is not interested in a policy ana1ysis unit, there are insthtio~d locations 
outside the government that a n  pedorrn some of PIAG's functions and serve the Mission's 
strategic objectives. These tofations include (1)  private sector organizations such as &e Federated 
CCI and (2) government-private sector initiatives such as the investment Task Force headed by 
Mushed Khan. 

PUG'S work of monitoring the impact of government sector regulations on private enterprise 
and d g  as ombudsman for private sectax interests could be vested in a private sector 
orgaaization such as  a CCI, which codd also continue PIAG's efforts to organize pubiic fonrtns 
fur poky discussions, communication between industry and government, and consensus building. 

There is a possibility that the Federation of CCIs or the Investment Task Force would be 
interested in bsting a PNG-type unit in order to have a capacity for professional policy analysis 
and a better platform for dialog between the public and private sectors. Those PIAE tasks that 
require longer-term professional analysis should be undertaken by respected research institutions 
in Bangladesh fiinded and sponsored jointly by the public and private sectors. 



3.  Small Industry Credit Insurance Scheme (SICIS) 

The subgoal of the irivesanent promo ti ox^ Project (IPP) is to '"crease local and foreign 
investmeat in the Bangladesh private sector." The pspose of the project is "to reduce policy, 
technologkal, a d  credit constraints on Bangladesh private sector inves~mt." The Smdl Iad- 
Credit Inswatlce Scheme was designed to make a major contributian to reducing the credit 
consIrakt by creating "increased access to private banks's lending by micro, small, and medium 
busixaases." It was projected &at the privare banks and financial institutions would use the SIC6 
program to generate S32 million in new 1- and lines of credit to industry, including at least 
1,000 loans of S50,088 or less to small and medium-sized industries. The econoraiq evaluation for 
the IPP project p a p  rested almost exclusively on benefits projected to flow fium investments 
generated via the SICIS component. To date, however. the SICIS component of the P P  is not 
ojxmtiod. No banks have joined the program and no loans have: been made. illthou& a similar 
guarantee program was very successfbt in Sri Lank, private sector banks In Ban@&h have not 
responded. 

IMPACT OF SlCiS 
The Loan Portfolio Guamtce (LPG) p r o m  embodied in SICIS has not been s~rccessll in 
Bm@acksh. It has not been embraced by the private bash. The program did receive BangIadesh 
gov-eat approval to opemte, a d  the government has not prevented or &kcouraged any banks 
h m  applying. The Medium and. Small Enbxprise Deveiopment Program (MSIEIDP) representative 
(Ms. Judith Evans) fiom Waslhingt~n, together with USAID/Bangladesh, launched a well-attended 
introductory seminar in October f 993. FoUow-up iacided a eetuan visit by Ms. Evans in Aphif 
1994 to interview interested banks. Special hancial and credit evduation workshops fix potential 
banks and borrowing businesses were beid k August f 994. Although s e v d  lsca1 banks 
e x p m  interest in tbe SICIS program, ody onc bank, the Bangladesh office of AN2 Grindlays 
(A,N~angfadesh), repom making eff~rts toward applying. 'Be SKIS p r o m  will not achieve 
the o p t k i i c  target outputs set in I o m e  by the scH&uledl cornpietion date. These outputs 
included 

* Increase of 25 percent in amount of credit exteoW by banks to SMEs, 
* Increase of 25 p e n t  in the number of busiaesscs receiving credit far the first h e ,  - Increase of 25 percent in new business starts, - Rogram makes 1,000 loans to SbEs using ~~, and 

Small laam fSI,25&$5,000) make up 25 percent of total I c m s  

Despite tbe iack of direct impact, the SICIS program has to be credited with a remarkable 
i n d i  or demonstration effect, meIy,  mcouraging the Central Bank of BangIadcsh 
(Bangladab Bad!, or BB) to inaugurate its own anall-loan guarantee p r o m  for all the b-, 
including the nationalized wmm&d '& (NCB). Unfoa~xnateIy, BB's yearold program has 
not met with widespread enthusiasm ftom banks &&er and, as of October 1994, has resulted in 



fewer than two dozen new loans to industry. ?he SrClS component of the IPP may dsa have 
been the inspiration for the Miniitry of Financt to aIIow two large firrmciaI NGOs (Gramem 
Bank and &e Bangladesh R d  Assistance Committee. or BRAC) to issue government-guaranteed 
bonds (totaling up to S40 million for both NGOs) to support their own le~ding and investmat 
program to small and microenterprises, 

Fur the foreseeable future, the expected demand for SICIS resources by private ;banks in 
Bangiadesb lies somewbere between SO (zero) and 31 mi1Bon. The evaluator is aware ~f only one 
fivate b;tnk, ANZlBaagladesh. that is taking steps to apply to A.I.Dmwhington for earoIlment 
la the program. AhiZI1Banglladesh bas requested permission from its Bombay regional oEce to 
apply to the program for coverage on a portfolio of up to 91 mdion. They envisioa a portfolio of 
six or w e n  loam, each at or near the 6 mi:lion (ISl58,OQO) lam firnit speeifned by c m t  
MSEQP gukklines. Approval by the Bombay regional office will also have to be coafimed by 
ANZ's London office. The best contact in ANZ, Mr. ArshaduZ Haq,' says he has start& work on 
the qpkaaion, and that ANZIBangladesh bas included the SICIS gutanteest loans as part of their 
W 1995 plan, which started in October 1994. Uuce AN2 is inscribed in the program, he 
estimates the seva lous would be made within 6 months. 

Ttpe W i o n  is assisting AM/Bangladesh, most ment2y with a request by ANZBasgIadesh 
to know if partkiption is possible without granting the SICS program ataditow access to Am's 
books, Ms. Judith Evaas repom that ANYNqal applied to the credit guarantee program ancf was 
enrolled, and paid the enrollment fee. Subsqm*, however, no requests for insmince coverage 
wzxe made and the enrollment of ANZWepd was deactivated. 

The evaluator also lc=arr~ed *om Ms. Evans that the MSEDP office has files relating to two leasing 
companies in BmgIadesb the Industrid DeveIopment W n g  Company (IDLC) and the National 
Leasing Company (NLC). Apparently the leasing companies applied to the USAD'S LPG 
program in 1990, but were not accepted because their capital bast was d l  and they had been in 
operatian for less than 3 years. These two financial institsttiom are worth visiting again. Tbey 
have both ha2 respectable h c i d  pformmces since 29913. 

The evaluation tw.m did not b v e  the opportunity to visit thc B a a g ~ ~  bmcb of Standard 
Charter (SC) B d .  However, SC is worth approaching because several branch  of SC participate 
in the USAID LPG programs offered in Afican countries. Ako worth visiting at least once more 
are the htmmtiaml. Finance, Invament, and Commerce Barmk (IFIC) and the Industrial. 
Promotional Development Company of Ban@&h (PDC),  a nonbaznk. fhancial institlation (and 
principal ~mer sf BDLC). Both have expressed modest interest in the program. 

7 Mr. h h a d u l  Flaq, accounts manager; tel. 864425. 



AMALYS1S OF U C K  OF RESPONSE 
3anglatkh's f m i a l  sector is not developed enough to respond to programs like SICIS. The 
domestic private sects: bw>s are not strong enough financially to qualify. Four of the private 
domestic banks (Mali, Rupali, Ai h&a, and Eastern [formerly BCCI]) are techzblly 
b w t  The Dhaka St& Exchange (DSE) " h v w e o a  Scoreboard" for September 1994 shows 
their net worth as negative. A fifth bad  listed in t%ie DSE, U%wa Bank. has not had an annual 
g a e d  meeting sirace Novanbet 1992: The foreign-owad private sector banks codd qdify ,  
but are not orgmkd or eager to k i d  to S m .  ney lack the bmches and staff necessary to 
pursw= and monitor such loans. The SKIS program would be more successful in Bzmgladesh if 
tfrt financial sector were mote developed if banks were healthier, if bank officers understsad risk 
and how to manage it, if the corn and kgd q m m ~ s  supported creditors' claim, aad if banks 
campeaed against each o&er w attrakt good SME borrowers. None of these conditions ;are 
amenfly truc for BmgIadah. 



fhc quantiaaitivt g& origkaily sa for this bank~riated program sllouId be revised to 
~ o ~ e  dElced expectations. The target number of aggtications by ]private bzrnks to 
AI.DSW&sington (is., two) can be kept, but the level of pticigaticm shouId bc r e d u d  to $2 
million in loam1 and the target number of bans should pmhbIy be reduced to 20. Also, thc 
Mission shouid not expect that infonmti~ri about tfic h 1 z ~ w m  (e.g., Arst-he born-) will be 
readily aMi6abh fiwm PIIAGMOI data or Baagl1adestr Bank statistics, as some of the project 
10gfr;ame's vedfkbte indicators suggest. 



SICIS will not ~~ s ~ A i  industry's credit gap problem. This wit1 require a new approach. 
G m m  Bank has responded negatively to invitations to participate. BMC's interest i s  unknown. 
but it was recently refused a commercial ban.! license by Bangladesh BE&. Untess NGOs such as 
B U C  or the Micro ladustries Csevelopmmt Assisrmce Scxieiy (MIDAS) are wilfing and eligible 
to participate, the SICI[S program will not reiacb small businesses seeking less than $50,000 in 
capid. The MIDAS "MDt" program is a good model for credit extension to SMEs, but it does 
not have enough branches or private sector capita! trr qualifj. for the MSEDP's loan gumantee 
P r o m .  

The Mission should try to build Iqon BDG's and Bmgladlesh Bank's recepti~ty to the concept of 
-tee p r o m  by offering technid assistance in their design and operation. BB's own loan 
-tee program (LPG) suffers from not having incorporated some of the better features of the 
USAID program. A program is needed to help the government design and operate guarantee 
schemes properly and pmdently. 

Assistance m y  also be needed by potential bond issuers such as Gmeen Bank and BRAC. 
Thesc institutions need to gem how to plan, time, and price issues; set up and manage sinking 
funds-. a d  manage the large microc~edit programs that the bonds will finance. A successful 
flotation and microcredit program w i H  contribute significantly to the Mission's strategic goals and 
objectives, 

The financial sector in Bangladesh is not sufficienrly developed or equipped to respond on a 
significant m e  to program like SKIS. 

Credit program cannot be implemented in Bangladesh without significant technical assistance 
for participating banks. 'We Mission's experience with the effort needed to launch the fertilizer 
credit scheme indicates that banics need training and even convincing about the faibility of new 
forms of lending. 

Ttre SfCiS program tried to combine the goats of assisting industrial lending and improving 
SME access to commercial credk These go& are dissimilar and SICIS could not accommod;rte 
bath, even if more private banks had applied. 

Private sector commercial banks in Bangladesh are not yet competing to lend to the SME end 
of the market. They are concentrating on laager customers. Foreign private banks felt ill-equipped 
to respond to credit needs in the credit-gap range (51,500 to $6,000) identified by 
OEEBangiadesh, and suspected such lending would not be profitable. Another design will have to 
be considered, at which pint  the SME needs for risk capital should be considered dong with 
their need for comercisli credit 

Although the SICIS program was never implemented, USAID support for the guarantee 
concept did have an important demonstrative effkct that will contribute to the Mission% strategic 
objectives for Bangladesh. 



4. International Executive Service Corps (IESC) 

The Intemakional Executive Service C o p  (IESC), as part of the advisory services component of 
lrhe Industrial Pmotion Project (IPP), is resgonsbie for achieving Outgut 2. "increased business 
ust of hpturved tecBnoIogy and maaagmmt pt ices ."  

IESC is a aoagmfit agency created in 1965 and based in the United States. Its mission is to 
promote tecbology transfer to the privae sector in developing conaies by sending vohmteer 
(and usualiy retired) U.S. executives on technicaf assistance assignments to private sector 
organizations in those countries. T~YP voi~nmt executives (VE) agree to wark without s d q ;  the 
program pays all! travel and living expenses and mcomgcs the volunteer's spouse to accompany 
the VE, Assignments are typically lcss than 6 months in duration. Since 1965 ESC has responded 
to mrc than 80,080 requests for technical assistance in more tfiaur 80 developing cou~tries. 

IPP provided Bangladesh an opportunity to have ESC opm an office and hire a country 
dimtor. The couowy director receives, reviews, and formats requests for tcchaical assistance. He 
thea presents the q u e s t  to tbe Mksioa fur approval before sending it to IESC headquarters in 
Stamfotd, Comecticut. IESC hadquarters a l s ~  reviews the request and a c p 6  those for which it 
believes it can recruit a suitable valunteer. Every VE is interviewed and briefied before going to 
the corntry to u1daWc a specific assignmerit, On arrival the VE is met by the cowtry director, 
who assists the VE in meeting the c k n t  d n g  living amgemcnb. stardng work, sompIeting 
reports, md in leaving the country at tbe end of the assignment. 

A 5-year C d v e  Agmmen~ witb $950,000 in funding, was signed b e e n  USAID and 
IESC in August 1989. The fim coufltry director was hi& in 2990, but unfortunatety pass4 
away. The BESC then contracted with retired Ambassador C. Mmim Mushed to Serve as country 
director. Start-up efforts were fiuther corng2ided and delayed by domestic civil unrest, a major 
cyclone and the Gulf War (during which tinre a US. kptmerat of State ban on travel to 
Bangiac&& was h cfiFcct), XB 1992 I!33Dhaica began its first full yeat of opedcra. In 1994 the 
CA was extended with EO additional funding ut.3 I kcemk 1995. The resources granted to iESC 
under the CA are given in the foIIowing tabk, along with best athates of resources ( h e  and 
money) expended as of h d e r  11W4.i" 
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fn four cases suitable candidates were not found. or could not arrive as scheduled, leaving 
three potmtiai clients disappointed in the program. Two other clients were disappointed in the 
Ws aid the assiigiunents eoded prematurely. Some local. firms mentioned having to review IESC 
cadidates mrefblly because several candidates were unsuited to their requests (e.g., marketing 
experts were proposed when production management expertise was requested). 

I B C  volunteers have been effective at enhancing employment, productivity, and profit for 
BmgIadesbi enterprises. The ovenvhetming majority of dients reported ifilprovemeats in 
productivity as  one of the benefits achieved by the IESC volunteer's visit (see Appenldix K). 
These reports indicate that firm sekction and matching have b e u  highly succlessfuI in the eyes of 
cliats, Ncitber firms mr V B  were reguIarly asked to estimate qwtitativeIy the impact oa a 
firm's productivity, but in a few cases this information was given vofunEarity on ESC reports. 

The evatuators undertook to interview and develop case studies for a sample of 11 dieats f 12 
VE assigmmenrs), roughiy one-third of the assignments since 19%. The case studies appear in 
Appead;.x K. A summw of the resuits is given in Table 4-2. Results for these 12 assigt~naats 
were mixed, but successes predominate. Most of the client firms that managed to succ-ly 
irmpImeat VE recomen&tiom report cost savings, iwwised sales, prodwtivity, profi6, and 
employment. A simpie aggregation of the reports indicates that the mwkl finns increased (or 
preservd) employment by more &an 1.200 jobs, 725 for women, as a result of assistance &om 
ESC volunteers. Mast of the jobs were ia garment iind faotwear industries. Kumudini Welfare 
Twt was able to add 4000 more village women to its handicraft income program, partly as a 
resaIt of financial management advice for an JESC volunteer. (More inbornation on these cases 
can be found in Appendix K.) Using bw average-wage asstsmptions for Bangladesh, the 
evaluation team estimates that total value added to the Bangladesh economy by enterprises 
implementing IESCNE recommr=zl&tions is on the order sf $Z? rnilfiaa mually. 

The 52.7 million of value added is equivalent to additional i n m e  to workers as well as 
owners; however, as this new income is spent and mpt9 a "multiplier tffkct" occlrrs, Ileading to 
an wen larger ultimate impact on the Bangladesh ecozorny. A!though an accurate estimate of the 
"macro-mukplier*' for Bangladesh was outside the scope of this evaluation, few experts would 
argue: that tfae mdtiplier for Bangladesh is anything less than 2.5. As each additional taka of new 
b r n e  is spent and mspmt in Bangladesh (allowing for reductions nesultiug fkom savings and 
spending on impom), it eventually leads to total generated spending of Tk 2.5. This meam that 
h e  additional $2.1 miIiion p i d  to rhe workers and cdwm sf the mtergrises asskted by ESC bas 
an impact equivalent to SQ.9 mi12ion as that incorn2 is respent and ripples though the; entire 
economy. That level of spending represents an impact 11 times larger than the USAD b d s  
spent to date on the IESC component. 



Recommendations not impkmted 

Saved 300 jcb (280 for w a r n )  

30 new jobs (270 for women) 

t new job 



This s d e  of success is the nzsdt: of good sekction of entqrisw, good matching of VEs to 
enterprises, and the high rate of gains that can be expected fiorn appropriate techoiogy transfer in 
Bangladesh. Mot every assignmeat has resulted in productiviiy gains. In some cases, the YES' 
momendations (1) were not Lrlmerited for fa& of financing or otha reasons (2) represented 
a techm1og-y camatly beyond the institutional capstcity of the mterprise to implement. in one 
wse, fiu-umm, all the elmens bbr success were in place (see Exhibit 4-11. 

'Ibe currat selection process is highly personal and reiies mainly on decisions by the country 
director, who screens each application and dways submits it to the Mission for approval. IESC 
has arr advisory board of distinguished private sector business leades, but the board has not met 
more o h  than annually. Some of the b a d  members would Iike to play a larger role in selecting 
applicants for IESC assignments. Qthers are too busy to become more involved 

The more than 30 f m  sehmed to date represent a wide variety of economic activities and 
orgaaizationat types. IocfrPded are service and matlufkcturing entc~aises of varying sues, start-up 
enterprises, and some long-establisbed enterprises interested in divcmifjing. The selection includes 
profit and nonprofit iastitutiotls as well as exprters aad domestic marketers. &me fjrms sekCted 
are owed by pmminmt businesmen known to be good borrowers, and at least one dient is a 
well-bow bdaulta. 

To date, the selection of applicants includes almost no small firms, few nm by warnen, and 
very fkw located outside Dhaka. These: ate logistically driven constraints ather than seiection 
weah-. T k  cowbry dimxor had refrained from advertising the p r o m  out of concern that 
his smdl office woufd bc detuged with tho-& sf applications. Given tbat the program can 
only accommodate between 18 aad IS assignments per year, the decision to eschew advertising is 
appropriate. 

fn the evaluators' opinion, tbt country &director has done a satisfactory job of selecting firms. 
At this pint almost dl mahing mmes under the current t o o p d v e  Agreement are akeady 
camiaed to ctieats expecting VEs in 19%. In the future, bowever, it is recommended that the 
selection prwess be o p e d  up for suggestions fiom mare sowces. The evafwtors agree with the 
couatsy director's assessment W it woufd be cumbersome to make the selection process 
dependent on board approval, but r m m m d  that the board be canvassed for suggestions. 



The country di l~tor  md the board should also request suggestions (ii not nominees) from the 
various cbambes and rdiabie NGOs. These bodies should be told that it is essential that they 
screm candidates and restrict their nominations became of IESC's limited resources. 

In general, most IESC assignments in Bangladesh have been with clients that would be considered 
medium-scale enterprises by Ilangiadesh standards. A few have been for start-up operat-ions of 
otherwise established, well-to-do business fmifies. Although the program has directfy served 
relatively few enterprises that could be considered small, it has assisted NGOs such as the 
wommdwned Kumudini Welfare Trust and the Bangladesh Ruwl Assistance Committee (BRAC), 
b t h  of which have their own programs with small ancf microenterprises. Considerabte assistance 
has gone to two private educational institutions that were start-up enterprises. 

Zt. will be difficult and possibly less productive for IESG to aim at matching the skilIs of 
retired US, executives to xbe needs of s~zlier enterprises in Bangladesh. In addition to the 
logistical problems of language, transport, and accorarmodations, the srnalI-de enterprises will 
not be financially able to pay for lodging and meals for each VE and spouse. as required by the 
program, Moreover, it should be: recognized thzt the technical and management skills &at most 
retired U.S. executives can offer might not be appropriate for small or even medium-scale industry 
in Bangladesh, even though they wotrfd be appropriate for larger businesses or export-orienttd 
enterprises. ESCI1Shaka takes into account the absorptive capacity of the client firm when 
considering how xo match its needs With mitable lESC volunteers. 

IESG currently reaches a few smailer firm indirectiy though assisting intermediary NGOs. This 
is a good idea b t  might be expandable. It makes sense to determine whether these same WGOs 
could m g e  direct technicai assistance. The MGOs coufd (1) bundle or batch small businesses; 
(2) improve the businesses* absoorgtive capacity before and after each VE visit; and (3) interact 
with and support the VE directly, spreading the cost over several users. ESC hizaeuarters staff 
report &at they have cxgerirnentd with batchkg mgemmts in other countries, but find the 
tahoiqire unsatisfactory unless load support internediaries are quite skitled. 

The IPP design anticipated this problem and suggested that ESC use mbrella organizations, 
such as NGQs or the Business Advisory Service Center (BASC), as intermediaries through which 
to reach more small businesses. The project design calls for BASC to receive $107,000 of linked 
assistance from ESC. Most of this is probably needed to improve BASC's own skills, but some 
of ESC's remaking balance for 1995 ($139,800) codd be target& to reach small businesses 
bough NGOs, including BASC. BASC is d y  now developing its clientele, but it should soon 
have the capability to bundle several d I e r  firms into an assignment that an ESC volunteer 
could address coltecfiveIy or even in -succession, spending a brief amount of lime with each. me 
XBC votuareer would rely on BMC for translaticm, transport, support, and foIlow-up to the 
smaller firms, as well as for food and lodging. BASC would coIlect the contributions of the 
various mail firms to cover lodging and other costs and would a m g e  for joint trainkg md 
tecknolsgy traosfer sessions at its meeting facilities when appropriate. 
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Senring Mim and Wge Businesses 
The Mission and the XESC program may be criticized for providmg VE services to fim 
coilsicked somewhat large by Bangladesh standards. Such criticism shouid not prevent lESC from 

on assignments such as the one undertaken for Apex Footwear (see Exhibit 4-1). Although 
Apex is owned by one of the more established business fmities in Baagtadesh, the VE's 
assignment was with a start-up enterprise of mail to medium scale by govement skndards. The 
assignment was very successful. Currently about 320 women are employed at the enterprise, 
inchiding some in middle management. The: \I and Apex management designed a productivity 
incentive system that gives women workers a chance to excel and advance. 

PKlwiding Cnbmtion About Each Client's Business 
Despite the hgh level of satisktioa reported by both VEs and clients, a few VEs interviewed 
believed they would have bem better prepared if they had known more h u t  the business and 
indusw of the prospective client before Leaving the United States. All VEs reporpal receiving 
brief descriptions of the expected scope of work h r n  their IESC contacf apparently taken from 
Section 1Ii of the greement signed by each appfcatrt. Examples of other information about the 
client company VEs would like to bvr: seen inrdude 

Campay fimcizd statema; 
Age of the company; 
Ownership and maniigment strucme; 
Organization chart, idu&ng names; 
Description of products, vohne of sales, and rnarke? nick cr share; 
N d e r  of mpfoyczs (total, including managers and prduction workers); 
Brand, make, md year of key pieces of equipment used in manufacturing; and 
Availability of computers for VE use (type or model). 

Much of this information is asked of the applicant on the agreement form (in sections otber 
than Section 111). If WE  orm mat ion is provided, ESC headquarters shotcId be supplying it to 
prospective VEs. In addition, applicants could be more descriptive. Finally, &e eountg &rector 
helps applicants tompiete forms; if some applicants, wih as. mail aterprises9 need more help, 
p a b p s  outside conslaking s d c e s  sucfi as B A S  provides cara be wed. 

Providing Infamaion on Living CaMMw 
The ccrmtty director sends each prospective VE a f r i d y  but frank letter explaining the 
iimita~ions of living conditions in BmgIadesh. The U.S. Embassy guide to newornets is dso 
given to new VEs before they begin assignments in Baglade&. h orrfy three cases to date have 
VEs cornplaitred about the lack of hospitable or sauitafv hi119 C Q ~ ~ ~ S ~  and two of those 
cornplaints were from VEs who felt &at ESC s h d d  provide five-star hotel aecornm~dations for 
all VEs. The country director has dso asked ESC headquarters to ensure that VEs seat to 
BmgHadeh be of hearty stack and possess almost missionary zed. The country director has 
located suitable l&g!z;; ia s e v d  guest b o w s  in the Dhaka mburtiis. Most VEs working in the 
Dhaka rnetxxmlitm area find these iodging arrangmmts satisfactory, For those assignments that 
are too fkr outside Dhaka, the cowtry director takes pains to ensure &at the client enterprise has 
lodging t b r  will provide the VE with acceptable living conditions. it wiIl be even more dificult 
for the country director to amre this standard if assipeats are t; 5.; made outside the major 



urban areas of Dhaka and Chittagong. VEs report that the county director's letter is quite helpful, 
and that life in Dhaka for a s  and spouses is manageable. The most frequent complaints were 
about the problem of transport, particuiariy in the evenings, and difficulty arranging activities and 
transport far the spouse. 

~~ QWii of Honoe Office Suppstt 
Although support from IESC headquarters has been generally good, the country director 
experienced some problem in 1994. These problem may have resulted fkom turnover in &the: post 
of the South Asia coordinator in Stamford. The country director has experkmced Ionger-than-usual 
delays in responses to his requests for fmanzial information on the program md sometimes for 
reaction to requests for VE candidates. The four VE cancelfations in 1993 and 1524 also came 
with so little notkc that it was not possbie to recruit dternates. If Stamford had known ( ~ r  
suspected) somewhat earlier the possibility of a cancektion, alternates might have beem arranged 
in some cases in time to fit the client's needs. 

WALUATION AND REBORTtMG 
IESC has a standard set of forrns and procedures for evaluating the assignment after it is 
completed but before the VE leaves. Between 6 and 9 months later a folow-up evaluation fonn is 
sent to approximately one-third of the fms assisted. 

Every project file examined had a Post-Project Review (F'PR) fom. Although IESC provides 
USAlD with a copy, this form does not serve the Mission's needs for information about 
quantitative impact on productivity, profif investmen& exports, or employment lincldmg 
employment of women, The client firm and the VE are instructed simply to check "yes" or "no" 
when asked whether the project has coctributed ro improving variables such as s a k ,  profits, 
productivity, and employment. 

For m y  enterprises, a simple qualitative judgment may be aii that can be expected. 
However, o&er firms will be willing and capabk of providing more information. Also, some 
impacts wilI only be apparent ia the 6 to 12 months afier the VE leaves, and IESC s;unptes oniy 
about one-third of assignments for foifow-up infomation. 

The country director believes he can use the case studies developed in this evaluation as a format 
for reporting to USAID on the impact of VE assignments in tern of fmcial inbnnarion and 
employment figures provided by the dim&. The country director's odfice is not well equipped, 
however, to make estimates of values added and macroeconomic multiplier impact. This is motbes 
sslc tim BASC might p d o m  for WS, for USAID, and for itself. The task will put BASC in 
touch with firms that could be interested in follow-up services, 

ESC Earafuation Fom 
IESC headquarters staff port that they are designing new evaluation forms that can be tailored to 
the terms of a specific Cooperative Agreement in a specific country. Their system uses forms 
generated by computer using Lotus Notes software. They hope that computerized flexibility will 
allow the country director in each counrry 80 design forms appropriate to that c~mrry, the source 
of hding,  and the graat agreement. The new system is scheduled for testin& but not for 
worldwide implementation, in 1995. 



The IESC program is working well in Bangtadcsh as a result of good administration md .baause 
policy reform is operring new opportunities to private sector firms. Now and ia the near hhuc, the 
Mission can expect hESC technical assistance to make positive contributions to its strategic 
objectives in susainable development and job cmtion. 

RECOMMENDATIONS 

The evaluation teami recornmends that the IESC component be continued ard expanded. Within 
the calendar time and with the resources remaining under the existing Cooperative Agreement 
with XESC, no structural changes we recommended. Operational recotnmendations include the 
foiiowing: 

Expand the search for potential 4ESC volunteer executives by seeking suggestions fiom 
the advisory board, chambers of commerce and industry (CCI), NGOs working with s d l  
and medium-sited enterprises, and private sector firm trying to develop focd sources of 
supply for otherwise imported goods. 
Experiment with the design of assignments in order to reach smaller businesses; for 
example, - Working with its larger dients on a program to develop local SMEs into 

manuhctwers of inputs that the larger clients will purchase; 
- Working though NG0s that assist small and woman-owned enterprises, such as 

K m d n i  Welfare Trust, which ESC Has already assisted; 
- Using CCIs or NGOs such as BASC or MZDAS to organize smaller enterprises in 

groups or batches that can apply calIectively for ESC assistame. 
frovide VEs with more irrfamtisn on applicant firms, 
Improve ESC evaluations to include more information on economic impacf in particular 
changes in investment, employment, and d u g s  &at are part& due to VE assistance. 
Until the new IESC evaluation system is available in Bangiadesh, 
- The; country director should use the case study format and examples developed in this 

~Juat ion to solicit, maintain, and present idonnation to the Mission on the 
invatmeut or productivity cbanges that ESC clients report and attribute to VE 
assignments, including (1) changes in sales, costs savings, output, productivity, and 
qfopent ,  particularly employment of women; and (2) any new investments made 
partly as a resuit of IE recommegdations. 

- Alt ESC assignments should be evaIua&d. The evaluation should include information 
collected fiom folllow-up visits to the firm 9 to 12 months after the assignment is 
mrqkted. M &odd concentrate on (1) devcilopiag the quntjitative Mormation needed 
for tk Missiorr's evaluation purposes and (2) developing lmfomtim h u t  the 
ingdien?.s for a succasfid comulting assignment. BASC is a likely candidate to carry 
out this evaluation. 

- Any ideas, p&cWly fiam the Mission, on developing evaluation form should he 
sent 30 Ms. Kahrine McGm& Manager of ESC Evatuations, at ESC headquarters; 
the teIeghone number is (203) 967465.  

* Begin the process of recruiting a qualified assistant countiy director to work witb the 
current corntry director if and w h a  the program is expanded, and undertake a review of 
compensation mangments at that time. 



5.  Business Advisory Services Center (BASC) 

BACKGROUND 
The Busiacss Advisory Services Center (BASC) is a nonbil2tet.l component of the Industrial 
Promotion Project (PP). hplernated through a Cooperative Agreernem with USAID, BASC is 
an NGO launched in August 1991 to provide consulting services, managerial and other training. 

technical and market information to interested Bangladeshi businesses. From August 299 1 
until October 1993, when it was estabfished as a separate legal entity, BASC operated under the 
stewardship of the Micro Industries Development Assistance Society (MIDAS). h September 
194, USAID and BASC signed a Cooperative Agreement for a 2-year period. BASC is currently 
the largest component of IPP in budget terms. accounting for 52.39 million of the Mission's $5.56 
million contribution to IPP, although only SI.70 million will have been obligated to BASC by the 
end of FY 1995. This evaluation is the fixst outside assessment of BASC.13 

The USAID Project Review Committee (PRC) revised the original P P  logical fr;imework 
from the Project Paper of 1989 in March 1994. The BRC restated the project goal, added a 
&goal, and revised the project purpose. The newly added projcct subgozri is "to increase locaE 
and foreign invesme~t in the Banglade& private sector." m e  relevant pmpose in the old 
logfixme, "to establish a locally operated source of management md technical assistance to 
business," was revised to r e d  "to reduce poky, technological, and credit constraints to private 
settor investment." 

BASC's role with the new Z ~ ~ e  Structure is to contribute to removing techtloiogieai 
constraints by creating "increased business use of improved techology and management 
practices." USAfD's strategy for BASC, as well as for the International Executive Service Corps 
(XESC), is to upgrade Bangiacksh's busiocss service capabilities and the priv&:e sector's awareness 
of such services, so that as the economy expands and demand for technology and management 
s k i k  iacteases, businesses (kcluding SMEs) will not k as severely constrained by shortages of 
s k l b  or Iixk of familiarity with business service suppliers. 

BASC ACCOMPLISHMENTS 

Project Budget 
The following table indicates expmditwe of the b e  and h d s  budgeted for the BASC 
component txmrough June, 2994.'" 

- - -- -- 

I 3 Z n  June 1994, USAD #ntrac*rt:d the accounting firm M.A. Qu&r Kabi & Co. to assess (I) BASC's 
ftnanciai, accmahg, and management capabilities, and (2) the adequacy of BASC's procurement, navel, and 
personnel @ties The assessrrrent reported positively on BASC's capabilities. 

'"Some; Action fviemoraradwn on Approval of Supplement to the Project Paper and Amendment to the 
Project Authorization for IPP, dated July 22, 1994, fmm Mr. Petet Amaro. 



The loghme targets set in I989 cdled for SASC to reach 150 businesses wit& dmct tecknicd 
assistance and to conduct at least 40 training events. BASC bas already conducted 38 W d g  
e v e m  a d  reached an estimated 193 businesses. Some 162 private entities have sent p d c i p t s  
to training comes; 11 firms have corr~ted with BASC for comking work; and 200 fim wen 
exhibitors at a cataiog exhibition. Table 5-1 presents the overall achievements of BASC as 
compared to the revised i~gframe targets. 

BASC operates an ofice, reference room, and training facility located in a caoverted residence in 
the Dkmondi section of Dhaka The program b a staff of '1 I ,  including its director. BASC can 
be described as acting as a broker, or intemdiary, fm clients in search of technicai or 
management assistance. For a fee, EASC offers to locate or organize reputable pmvidm of  



Three subseaor studies on animal feed pmductian, plastic packaging, and 
eltxtromecbicd toys; 
Eight consulting assignments, induding (1 1 feasibility studies for a cotton textile mill. a 
hospital md diagnostic clinic, and a medical textile project and (2) a study of the 
boaneqmhic medicine market for an SME; 

* Thirtyeight training events, including seminars. workshops, and an exhibition. An 
e s t i m d  787 persons (151 women.) h m  243 organizations. inciuding 162 private 
companies, have received ~ ~ c a l  md management training through BASC programs. 

BASC's seminars have & e m  attended by SMEs as well as prominent private and public sector 
i~~ in Bangladesh, BASC's m e  catalog exhibition in 1993 had 28 exhibitors and attracted 
almost visitms. BASC also opmtes a business reference room with 588 pubiications for 
interest& visitors. Forty-NVO of b e  publicarions are in BangIa, the rest in English. 

A large part of BASC's training and techid assistance a c e d  in i?s 1993-2994 ftscai year. 
BASC clients c o n W  by the evaluation team declined to estimate a quantitative impact on their 
enterprises fiom services, in some cases because service had been received oniy recently. Until 
this duiption BASC had not made an organized effort to follow up and assess the impact of its 
sewices on ernployme productivity, a d  profits in the assisted enterprises. Tabk 5-2 presents 
the infomation BASC provided to eval-uators on the extent and impact of their mites. 

BASC has provided consulting services & m y  to only 'I I f i r m .  No case stpldy in50nnstion 
for these fit.ans or services was provided to the evaluators, but BASC reports that four of tfic 
c l i e n ~  arc exploring the fwibility of establshhg ~t~~ that could someday employ 1,675 
people, iuciuding an esti;mated 580 women. Currentiy, however, these enterprises b v e  made no 
invesmma other tharn f ~ r  studies or I d  

Qf the 162 private fbm ahrat have sent staff to BASC for training, 3 were contacted h u t  the 
potenpiat impact on &ds p e r f o m :  

A carbon rod producer who sent pductioa, management staff to BASC for training in 
productivity and qdity  control; 

* A dairy farm owner who attended a BASC course in bncid mauagemenC and 
An industrid equipment f&aicatot whose owner ~~ a BASC cowst in financial 
manargcnamt. 



BASC also repots sssisting one new business start-up, a bread- and biscuit-making plant that 
contacted its BASC's Techlogy and Business laformation sewice tbr help in linking up with a 
Id source of tecbiogy. 

BA!X believes that the 20 exhibitors at its 1993 catdog exhibition benefited *om the 
promation- Exhibitors reported 284 inquiries. T h e  exhibitors reported new orders, but the 
eshated d u e  of these orders was not knom to BASC. 



BASC charges fees for its smites. In 19%-t 994 BASC earned about Tk 765.080 ($1 9,UW) in 
income. 49 p e n t  &urn consdtilng work md 51 p e n t  fiom training services (see Tabk 5-3). 
?'his was mope than double he income earard in the two previous years combined. but B A S 0  
total a n a d  operating costs for 19934984 were IEc 10.6 million (S265,OOQ~host 14 times 
lqer  t h  its income. Even after excluding major capital cost items. BRSC incam as a percmt 
of its operating ~~ was 7.6 percent in 11991-1992,z.i percent in 19924993, and I 2.3 
gexccnrt in 1993-1994. BASC's a m d  operating toss include the fixed cost o f  its own staff and 
cverhd an8 the cost of mntractiag for outside prof&onat services. 

Table 63. BASC SU-~  I~~~ St~Wmtmt, 7991-1994 
Year 199-9992 1992-1993 f9!&1994 fOtai1Bl-I= 

Training Caurser 

BMC is not currently financially self-king, and its prospects for becoming so are not 
gsod. Given its current size and costs, BASC will have to continue to double its income tach yew 
for the next 4 years is m-ch financial Sustainabsustainabifity. 

So k, the apparent demand for BASC's smites is not strong enough to support an 
organiat;.on of I 1 full-time profcssionats. BASC must ather (1) expand its income by an order of 
maetnde (fox example, finding 14 new paying clients for each anrent client) or (2) transform 
itself into a smaller, lwam ogcmtioi+or boSXa. 



BASC has miled mat&& to more than 1,W enafprists, and BASC's exccutivcs have called oa 
most of the country's trade Wations .  CCk. and financial institutions, as wdl as frundds of 
enterpirses, Despite W commadablc effort, BASC's client base and %la income remain too 
small, and BASC ~~ to devote more time to analyzing aad planning its offerings &an to 
marketing is services. SAX wixb used the 1993 survcy results as a pdanning aid to consider 
what activities it should offer. but has not used the list of rcsgcmdexn& to organize a pmpm of 
sales cab in Dhaka or dstwbere. lWecmtiy BASC gave one of its professionals the job of 
business promotion rather than a specific responsibility for dcvclopiug ditnts atld generating 
income,'b 



B A X  is not the ody supplier of mining and zech~cd assistance. Itte number of private 
wWtir;g f irm in Dhaka is p ~ n g ,  and there are several other doaor-supported activities 
offking trainipg a d  advisory services to SMEs in Dhaka and Chittagang. Two such projects are 
$he M w t i o i t y  Services Wing (PSW) of the Bmgiadesb Employers' Association (supported by 
the United Nations Development Programme [WDH)] and the International Latbour Organization) 
and the G- ZDH T'txhnicd Assistance Partnership Praject operating bough CCIs and 
business associatiam. An upcoming Overseas Development Association (OEM) project wiH aIso 
support W e  association activities such as mining, information, and cometng. 

PSW fwuses on improving he  productivity and viability of small enterprises. Its service 
package consists of indumrid engineering services, financial planning and advisory services, 
mini= t e c h i d  advisory semias* publications, and research and information services. PSW's 
hnding Froan UXDP ends in September 1995. Currently, PSW reports &at it covas about 45 
percent of its operating expenses from fees. PSW makes a profit on its consulting work, breaks 
men on trahiing, and subsidizes its publications. 

The ZDWTA Partnership Project is reportedly swcessfid, especially with the Dlbaka and 
Chitlagong CCIs. The project helps chambers aad associations to improve service to smaH 
cntet.ynise members and to k o m t  stronger advocates for h c  small eatcaprise sector. With 
ZBWTA's help, the Dhaka Chamber now+offers training, put: kations, consulting services, and a 
businas b or mat ion and service center. Qperating costs of training courses are fully met earn 
jmicipat fees. 

0 t h  organizations that provide services simiIar to those of BASC are the BangEadesb 
Managenaent Development Center (BDC), SmdI and Cottage industries Training Institute 
(SCW, MIDAS, the Independent University of Bangladesh (IUB), and the Bangladesh Institute 
of Bank Management @IBM). 

Using 8 CCI as a vehicle to offer SME assistance has certain advantages. It strengthens the 
CCI and dbws SMEs to make business contacts as well as obtain training. A viable CCf also 
avoids some of the problem of start-up anc? sustaimbility. 

As with any new organization, a large part sf BASC's iuitial efforts has been devoted to he 
administrative and logistical problems of start-up. 

BASC operated under MDAS from August 1991 to July 1993. A comparison of achievements 
with respect to targets set for that period of the Cooperative Agreement Ame~1dT.J.a~ IS s 2 w . t  in 
Table C1, Appediuc L. Most of the achievmats are administrative and arc.hational and tooa 
considerably longer than expected 

in 9993, BASC was legaIly incorporated with its own articfw of association- MlDAS took 2 
years to submit legal reg&mtion documents for BASC h t  the Mission would accept. Early drafts 
indudled clauses that dlowed M1l)A.S to maintain some control over BASC rather than 
establishing BASC as aa independent eati;y, as called for in the IPP and the Cooperative 
Agreemerat with MIDAS, 

BASC &as its own f 3-member board of directors. Setweeo December 1993 and November 
1944 the bard met five times. The Project Paper had indicated chat BASC's board should include 
two represmpative~ from CCIS ;and wo from the Bangladesh government. No such directus have 
been named., but this should now be considered ao option of b e  sitting board. There is no 



requirement for such appointments mentioned in either the Cooperative Agreement with BASC or 
BASC's own articles of association. 

A fill-time project diector (PD) joined BASC in rillgust 1993. MIIDAS' director of 
development acted as a part-time (50 percent) manager for BASC from 1991 to 1993. MIDAS 
was extremely slow in m i t i n g  a hlI-time PD. ,More than a year passed betwen receipt of the 
f'usr applications in 1991 and the first interviews in January 1993. 

Nine of BASC's I I professiona~ positions are staffed. Recruiting continues for the two 
unfiiled positions. Four of BASC's professionat staff w m  hired before the current PI) was hired. 

BASC has gme through a series of planning exercises, including - The May 1993 First 5-Year Business Plan. prepared with support fiom an IESC volunteer 
executive; 
A needs assessrnmt catlied out in August 1993; and 
A revised business p h  prepared in summer 1994 and used far the new Cooperative 
Agreemmt between BASC and USAID. 

The revised plan is more fwused (is . ,  it contains fewer activities), and its targets appear more 
realistic. However, the pian is stili activity-oriented and does not include sales and income- 
generation targes. 

General lessons learned from MIDAS are summarized in the Mission's August '1994 Office of 
Econ~mii: Enterprise (OEE) report." The lessons most relevant to BASC are that 

Entrepreneurial training can increase business productivity for those entrepreneurs willing 
to help themselves; 
An active board of darectors can help with marketing and pIanning; 

* Gooa staff make an organization smng; 
Reputation is critical to success; 
Institution building is a long-term process; and - Sustainability is not equivalmt to vibranq. 

Tw additional lessons relate specifidiy to (1) MIDAS'S work administering BASC and (2) 
MIDAS'S experience providing technical assismct to SMEs. 

MIDAS magers  did not work diligently to launch BASC because they (1) p r c f d  maining 
the Cooperative Agreement w i t h  MIDAS and (2) anticipated that BASC could k m e  a 
comp&iot, both for don~r-assisted Sh4.E programs and in the consukhg sewice market MDAS 
was unable to a .  as a neutral incubator and did not t5cilitat-e i m p t ~ ~ ~ t i o a .  



MDAS's experience in conduciiag entaprise development activities indicated that cemiri SME 
services such as information, trainins feasibility smdtes, and market research cou1r.I not be 
provided without subsidies that adversely aEe~ted MIDAS' progress t o 4  financial self- 
suffidacy. Tlre experience was one of i h ~  premises underlying the decision that MDAS would 

from providing these services and transfer them to BASC. BASC. it was hoped, could 
to provide t h e  services with iess need for subsidies. 

ACHIEVEMENT OF BASC BUSINESS PLAN TARGETS 

According to its own business plan. BASC is performing well in the m a  of rraining activities but 
hiling short of its plan targets in other areas (see Table 54). Although the target for generating 
computerized project pmfi49;; was 50 for 19934994, only 7 profiles have been prepare and 
although the target for crating technology database briefs was 452, BASC's da*h.2 czarrattly 
contains only I46 briefk. The camputerired database of experts was not ya fuflctioning in 1994. 
BASC has approached 19 foreign organizations &our technological I iage ,  and 13 have replied 
p&tivciy, but there bas not as yet been much activity (i.e., technology excbged) or income 
gemat4 by virtue of these linkages. Recently, bowever. at least one commercial vendor, a 
Chinese company with a low-cost ficc milling technology, bas d i e d  on BASC for help in 
marketing in Bangladesh, 

Some of these shodklh are not significant in terms of their impact on BASC's abiliy to 
charge for and seIl its services. BASC bas sold only two of its profiles (Tk 500 or $12 each) and 
ody three of its techaoiogy brief5 (Tk 100 or S2.50 each)." 8 one hand, i f  customer demand 
for csmputerkzed project profiles or techology database briefs is not strong, thea shoxtf8IL in 
dmdopment of these tools are not criticaI. On the other hand, it is difficult to see how BASC 
hopes to compete as an intermediary or broker without a computerized database of sowes of 
technology and anoher database of SME ciients-he very tools BASC needs to daim a 
conytctitive advantage in m t c h g  kuym and sellers of tec~ology. 

As part of its agreement with USAID, BASC pIans to bring out a newsle~ser on enterprise 
devdopent and poarerty dleviiatiw that wilt inwprate news on all IPP cornpone and 
UEDAS. (PubIicatiorn of MBDAS' own newsletter has been discontinued.) A newsletter may help, 
but BaSC should be objective about how the newsletter is likely to contribute to its goats. Xt 
migbt be better for BBSC to &hk iu t e r n  of much wider a d  more frequent cimuktion, such as 
an occasion& BASC calm about S M b  and techicaI assiamce in an established periodical. 

BASC is in contact with other key personnel managing otbz fPP r,omponm& d has conpributed 
to several joint activities. BASC's executive dkecmr is a member of the Steering Comitte  for 
the Poky Implerne~tatioa aBd W y s i s  Group (PUG), anb BASC has helped organize two Key 
Person Forurns to discuss PMG's policy papers. These forum were onedy  events attended by 
I5 to I7 ~ ~ e n t a t i v e s  from various Bangladesh governmait agencies, CCHs, the World Bank, 
large private companies, anal USAD. 



EstdMjsh~diinkageswithswreesd 10 13 8 7 5 
b c h b g y  and i n f m  

~ ~ s l o p m e n t = d - E Y  

SubsWWe~ - 3 6 4 4 - 7 - 

IDC's country &rector is a member of the BASC Board of Directors, and BASC has used 
the services of an ESC VE for two months to assist in preparing its 5-Year Business P h  for 
199S1998. Two more VEs are scheduled to assist BASC in &evetoping -cda foh 

management-related mining. 
BASC has helped two enterprises prepare applications to ESC for VE assistance. One was 

for a new leather products exporting company in Dhaka; the other was a fuxancidiy troubled 
liquid sugar matmufkchuing plant in northern Bangladesh. 

BASC assisted efforts to introduce and promote the Small Indusay Credit Insurance Scheme 
(SICS), sponsoring a seminar held in October 1993 a d  a training program on financial analysis 
far bankers and entrepreneurs oaga&ed in August 1994, 



BASC REPORTING AND USAlb MOMTTORING 

'BSC quarterly reporting has not always betxi regular, and USAID monitoring has been unwalIy 
iardve for a Cmperative Agreement. Momver, BASC has not been monitoring, assessing, and 
reporting on the impact at rtS services on assisted firms. SbEs or otherwise. 

The evaluation team has dwehped three case studies based on preliminary information from 
BAS&: (see Appendix L), A better model for BASC ~i ;odd be thc series sf stuuia developed by 
the evatsttion ~ u n  from tbe iESC p r o m  information (see Appmdii K). BASC should develop 
a shniIa.r case study method and reporting format For itself and for satisfying donor needs for 
impact cduation. 

The Mission's monitoring ro!e in the case of BASC is a complex one. The responsibility for 
g e n d  and Braancia1 management of BASC rests wirb the BASC Board of Directors- A 
presentative of USAID sits on the board in an oversight capacity related to the Cooperative 
Agreemen5 grant fitnds from wbch account fox 90 percent of BASC's income. USAID'S role is 
to see t b t  the funds are used to achieve targets established in the agreement. USAJD should not 
be involved in BASC's longer-term sustainability issues except to (1) remind the board that future 
grant fanding fiom USAiD is unlikely and (2) clarifj. that BASC has no contractual obligation to 
sustain tbe level of activity supported by the Cooperative Agreement once the agreement has 
expired. 

As it now fuactiuns, BASC is not reaching sough SMEs to fuIfill its targets under the 
Cooperative Agreement and is generating less than one-tenth the income needed to cover 
operating c o s ~ ,  BASC's costs are high iv zomparison not only to its earnings but to the number 
of climts sewed. By the end of FY 1994 BASC bad trained about 800 if~ctividuais and helped 
about 200 private s t a r  S W s ,  at a ma1 cost of &out Sf 60,000. The average cost per individual 
trained is $622 (T'k 25,000). BASC's average iacome from training is $22 (Tk 900) per person. 
BASC bas not been monitoring impact and does not h o w  if it is grovidiag a service &at is worth 
Tk 25,000 or only Tk 900 to its participants. 

BASC bas to increase its impact witfiout letting costs rise mwh more; to do this, it has to 
increase &e effkctiveaess of its current s&K BASC's ~~nanagement is facing the same dilemma 
faced by any servicz SmL that wins a big contract. The obrligaoion to perCorm under the contract 
requires a staffing and expenditure Zevei tba may not be sustainable after the contract expires. 
BASC's first obligation is to deliver the outguts expected d t r  the Cooperative Agreement on 
time. This will require staffing up to the lwei needed, on tbe understanding h t  employment is 
pt-dependent. BASC can use the period of &e Cooperative Agreement to determine if there is 
a viable iong-term market and sca!r. of operaiions that would be fa ibie  in the absence of its 
grant funds. I f  .the answer is negative, BASC must be willing to cease operations at the end of i s  
C o o p d v e  Agreemzmt grant. 

Market information ta date is poor, and BASC will have to experiment with pricing and 
selling Its  brokering services to SMEs, No one knows the real extent of the market or the 
willinpess of to pay, BASC will be braking new ground and may find out that the market 
is too smalt to attract the kind of professional services that BASC offers- BASC doubled ips 
income in FY 194,  but only by tsvaing to consulting for fums large enough to pay fidi market 
price for private s t o r  consultants. 



By accepting consulting and mining assignments from large business clients, BASC is 
competing with private sector enterprises that offer similar consulting and training services. Wile 
BASC is grant-funded it faces a dilemma. If BASC underbids private sector competitors for 
consulting assignments, those same competitors may feel BASC is wing its USAD g a ~ t  h d s  to 
an unfair advantage. If  BASC always bids higher thao its cornpetitsas, it will not win enough 
work to be self sustaining. 

To avoid charges of unfair competition, BASC should not p r o d :  coasulag services to 
clients capable of paykg market rates. It can continue ta offer Erainfag sewices to any company 
at market rates, but it shaald offer consulting seavices only to hose SMEs that cannot pay the 
going market rates for private sector consulting services. 

BASC can fuIfiQl the terms of its Cooperative Apement successfully without achieving 
srtstahability, and serving SMEs should be its f i s t  concern. I f  BASC can find an efficient way to 
serve as intermdiary beween SME ctientek aad providers of technology, it will have 
demonstrated that there is a demand from SMEs and that BASC can serve it better than my 
institution taas so far. Such an achievement might attract funding ftom other donors and spunss~. 

Notification of Terminlion st Funding 
The Mission should contisue to advise BASC that USAID funding will cease at the a d  of the 
current Cooperative Agreement in 1996. BASC has to give first priority to serving SMEs 'md 
achieving the targets set forth in its Co~perative Agreement. If ?his type of work cmut  be 
supported at market prices, BASC records &odd be good enough to document &e extent of the 
subsidy required. BASC should not engage in consulting services for dients capable of paying 
market prices. 

BASC must begin providing USAID with regular impact assessments in a format hat responds to 
USAID'S requimnents. At a minimum, BASC needs to report on changes in investment, 
mployment (with specifics on women), and safes ar earnings at client- en!~rptises receiving 
assistance from BASC, particdarly when such changes are g d y  related to BBASC's assistance. 

BASC shouid undertake a sample survey of what ShEs actuailiy spend on outside consulting 
services, and the kind of service they purchase. This can be Cane by interviewing both SMIES and 
providers of services. 

BASC should assign each profasiond specific responsibility for contwting potential SME cIimts 
and selling BASC's services. Each of the 10 BASC professionals should be responsible for ( I )  
identifying 15 legitimate S - W s  that can be helped by technology or managmcu.t assistance, (2) 
m a g  to locate the help needed, and (3) doing dl the follow-up necessary to document the 
impma of the assistaxe. ;r" each person meets his or her goal, BASC will have helped 150 SMEs 
and will have 150 case studies to show for i t  in the process BASC may also generat- r 
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income. hdividuais who succssfufly assist mare than IS dients should be considered for special 
recognition or incentive awar&. 

Assistance tot ESC and PiAG 

BASC sheuld contribute to PWG's efforts to assess the impact of replatory reforms at the S M E  
level a d  identify reform issues critical to SMEs. BASC shouId offer ta assist EESC in reaching 
mdl-scale entrepreneurs, perhaps by organizing a group of similar enterprises tc be sewed by 
one volunteer executive working for a few days with each enterprise. 

If  BASC cannot generate enough interest among SMEs for its technology brokerage services, it 
should spend its resources on training, charging rates roughly equivalent to those charged by other 
providers of business mining senices. Both BASC and the Mission shouid se;erierusiy consider the 
SME needs for basic business texts and mteriafs in Bengali mher than in English. Use of BASC 
resources for translation of important text might be considered. 

B A S  as Funding Source for Tlechnkal M m a  
The Mission should consider using B M C  to administer a p r o m  that partially subsidires private 
s e a r  providers of technicat assistance to SMIEs. In &ect, BASC could be authorized to pay part 
of the training costs of aay SME unable an pay the full costs of trainiag provided by a private 
sector firm or a CCI. Tim& would immediately make the private sector firms and the CCIs 
interested m attracting more S W  to aeir psograii. This arrangemat would increase I'fP's 
reach to SMEs, help develop private sector business advisory semices, and dispel the notion that 
BASC is a competitor. The CCIs and private sector firms would have to (1) apply to BASC, (2) 
ailow BASC to inspect the applicant SME and the proposed assistance or training, and (3) agree 
to provide follow-up information on the clients to BASC. In return, BASC wouhi pay the provider 
z fured amount toward the cost of mining each ShaE or employee. This amount could be higher 
for baining provided to d SMEs. 

To increase the probability that training wbsidies would lead to job creation, BASC could 
approach larger, estab1ishd h s  in BangMesh and offer to assist them with the cost of  training 
SMEs to become Iocai suppliers of some otherwise imported inputs. The larger firm would have 
to help by specifling the SME and the mining needs. me Mission and BASC would have to be 
condidat of BMCs ability to screen applications prapetly.. Such an approach has the potentid to 
vastly increase BASC's impact, but w d d  still not maice it financially swtzinabte. 

9ig- A b W e s  to BASC 
Some of the fisnctions and outputs q e c t e d  of the BASC component could be achieved using 
private sector alternatives b t  are likely to bc 1- expensive h starting up a new entity like 
BASC. 

The work of disseminating technical ar market information or even matching SMEs with 
suppliers of techuulogy could be performed by a Bengali-language periodical or mud directory. 
Such publications codd also carry useful articles for SMEs and advertisements from consulting 
a d  aaining fms. An SME co1umn in an existing private newspaper would be even less 
expensive. 



Providing training to SMEs can be financiatly attractive to private sector firms, depending on 
the scale of the program. It should be possible for an efficient private sector srgmhtion to 
provide training to a group of SMEs in an urban area witbout a subsidy. The Mission could 
encourage existing private sector training programs to reach even more SMEs by offering to 
subsidize a portion of the training, pdcuiariy mining that reaches outside urban areas. 

Providing customized technical assistimix (is., good consufting) to any firm is costly and 
risky. 14 may be that-SMEs Iack the scde, market opportunity, and management abiiity to use 
cummized consulting products eficientIy. SMEs also have a limited abitity to pay for outside 
assistance of anqr kind, so it is not unreasonable to expect that providing specid consulting 
services to SMEs wiP1 be more costly, more risky, and iess profitable than providing cuI15UItmg 
services to more advanced b. The private sector is not likely t3 provide such services in the 
hen- of a subsidy. The Nission could offer a program to partially subsidize consulting services 
provided by private sector firms to S E s .  Because such a prugmi-n wouid be difficult for the 
Mission to manage and would not be self-financing, the Mission should ch~oss an administra~g 
body &at is o~~~ viabie, such as a dues-supported business organization, or even a private 
sector company, 

One approach to providing technical assistance to SMEs could be modeled on the IESC 
program, which has succeeded by using expatriare v o h t e m  ts assist medim- and larger-sized 
enterprises in Bangladesh and elsewhere. A l o 4  andog couM be built on a Iocd NGO providing 
local experts, either volunteers or partially compensated volunteers, to assist §MI%. The ESC 
could help design this program, select the best local contractor, and assist in evaluations. Each 
case of assistance would have to be documented in the same (but improved) fishion that ESC 
uses for its VE assignments (see Chapter 4). 

The Mission may be able to tap vohmteerisrn and private sector resources interested in 
helping SbEs by sponsoring a competition for ptans on how to assist SMEs, offering to partially 
f m c t  the most attractive proposals, The competition could be open to priva:, for-profit: firms as 
well as to NGOs. 



6.  Bangladesh United States Business 
Council (BUSBC) 

The Bangladesh US. Business Council (BUSBC) is a nonprofit PVO incorporated in the United 
States to promote U.S. foreign invesimmt in Bangladesh. Funding for this component of the 
Industrid Promotion Project (PP) ended in 1991; it is no longer active as as WIPP component, 
However, BUSBC's executive director (ED), Mr. Oman Yousuf, maintains a U.S. teIeghune 
listing for BUSBC, and rhe organization occasionally sponsors activities promoting US. 
i n v m a t  in Bmgladesh, including a lunchwn for Banglsrdesh's Minister of Finance during his 
visit to Washington, D.C., ia Decmbex 1994. 

Between 1989 and 1991 BUSBC was part of IPP's emphsis on advisory services, along with 
the Business Advisory Services Center (BASC) and the International Executive Service Corps 
(IESC). All three entities were expectad to contribute to Output 2, "increased business use of 
improved techlogy and management practices." BUSBC bad existed since December f 987, 
when it began operations with the help of fuadiag from tlhe lJSAID/BangIadeshls Technicd 
Resowes Project By 1989, BUSBC was daeady registered in the United States as a nonprofit 
organization under the laws of the Commonwedth of virginia19 IPP continued BUSBC's 
fimding for two more years. 

The logfixme specifies that by the end of the project BUSBC should have (1) "establishled] 
formal links with chambers and the American Bangladesh Economic Forum" (ABEF) and (2) 
'*produced 24 invesmme reports availabk in USA md business opportunities created in 
Bangladesh." 

cFhe end-of-project status (EUPS) projected for B U S X  was that it should be "80% self- 
sufficient and providing investment iaformation and liaison services for existing and potential US. 
~ V S P Q ~ S . "  

BUSBC's Cooperative Agreement with USAID shted that BUSBC was o m  to "create 
an awareness among the American business commuisy and acquaint &em with trade investment, 
deveIcynent projects, burism, and other cumercial opportunities offmd by Bangladesh, 
thereby promoting business a d  hvetment W e e n  the two countries." 

Befare ending in 199 1, fuading for BUSBC mder IPB mounted to %144,000, covering 1989, 
1998, and part of 1991. These h& were totally expended. 

BUSBC A C C O Y P L I S M m  
BUSBC awer established forrnal l i p 2  *;rith ABEF and never achieved financial self-sufficiency. 
BUSBC did produce some Investmmt c~portunity studies and promotional materials. It also 
sponsored some invesment missions, but norre led to any known investments. Table 6-1 
saummarizes BUSBC's achievement of its laghne targets. 

19Statc Cable 032956  rig PVU status (19891, U S M D B a n m h .  



Table 61. BUSBC Achiewemnt of Logframe Targets 

PeFcenrage d 
f- Aehieuement Target 

EOP380peroentselfsuffirjentBUSBC~irrg Less th~10~ntdannud~cos l shunder t .  10 
f z h n a h a n d ~ ~ t o  b y d u e s : a n o t t r c J r 2 ~ t h d e d b y ~ a n d ~  

imtlm 

BUSBC never established formal links with ABEF or the chmbers of commerce and industajr 
(CCQ. Despite the fact that these organizations had several members in common, their reiationship 
to BUSBC involved more cnvy and disrespect than coopetiatim. From the: peaspativc of M E F  
and tfie CCIs, BUSBC Iacked legitimacy as a representative of the interests of existing U.S. 
investors or bdomes in Bangladesh. Thest: organizations bad not played a role in creating 
BUSBC, selecting its director, obtaining funding, or setting the agenda, BUSBC was nm almost p 

exslusively by a dynamic executive dimtor, the afommtioned AM. YO&, who cultivated the 
h t  support of tbe Bangladesh government, as well as that of USAHZl and ~~ US. business 
interests. BWSBC did not treat ABEF or the cfiambers as part of iPs constittreacy. 

BUSBC's executive d i~gmr  reported &at he did ask ABEF to act as the Dhaka office of 
BUSBC and Jso that he made a proposal to B E F  to jointly sponsor a trade show on 
envkmentaf tectulaology. However, these overtures o c c d  as BUSBC hding  was n m h g  out 
aud D E F  declined bora offas. 

~ ~ o u g h  &en is currently no official BUSBC office b Dhaka, iquizies are channeled to the 
offices of SYF Gmup, Iac., Me. YOUSU~ s own company- The Isted telephone for BUSBC in the 
United States also rings at SYF Group's Virginia office. 

Semr !3wies 
BUSBC was expected to produce 24 investment reports for distributiw in the United Ststes. It did 
produce tlse following several sector studies and other p&Iications that advertised business and 
imesiment opportunities in Bangladesh: 

BmgInBessh: A Review of lndustricd Sector Studies, 1990 (72 pages, 10 sector studies); 
* Bangladesh: A Weicome Choke for Invesmenn (20-page color brochure), 1990; - Electronics irt BmgIdesh: Enporing the OppurtuniCies, 1989; and 
* Bmg1crdessir: A Cozm~y wi&h Pu&nriaC (10 minute slide show on videorape, $35 each). 



Earlier, before receiving EPP hding, BUS%[: had prepared 



* Cad mining project initiated by a Utah company, BMB. that bad been investigating 
projects in Bangladesh befm BUSBC was created, BHB k & e  a member of BUS8C 
and relied on their services DU track information on Bangladesh's foreign irwaitment 
climate, q e c i a l i y  in the mining sector- %day BHB is still seeking to negotiate a mining 
conassion in Bmgladesb, but has ne$ yet done so. 

BCISBC's reports to USAID do not indicate that i s  W.S. office kept a set of organized mwds of 
the type that a professional investment promation office shadd keep (e.g,, teleghone logs, data on 
incpiics, responses, referrals, foibw-up actions). A 900-name U.S. mailing l i t  was assembled but 
nor; wed as a daubst. Apprendy BISSBC made some direct referrals to private businesses in 
Bangladesh, but did not stsake r e f d s  (of U.S. inquiries) to the chambers or the ABEF. The 
maiIhg list was not shared with ABEF or the CCk. 

BUSBC is an inactive mmgonent of IPF. No effort &uld be made to restart this activity. The 
only rem~~nmdation Is that ABEF ask BUSBC for a copy af its mailing list, if ABEF thinks this 
would b useful. 



LESSOMS WIfkEo 
The experience of the BUSBC component of IPf offers six lessons: 



IQC NO. AEP-545 1-1-00-2058-00 
Delivery Order No. 16 

Awcfvrrenr A 

II. hqmes of the Evalmtion 

This is the first assessmmt of activities and takes place in the fifkh year of a seven-year proj-. 
Tke purpases of the evaluation are: (a) to provide an assessment of project progress to date in 
relation to the project purpose and p1atlxle.d program (;, (b) to assist USAID and other project 
stalc&oi~ to identify short and medium xerm changes to project implementatioa to improve 
project performanee, and (c) based on the experience with project to date to suggest fimue 
dkctions for private sector development in which the USAIWDhaka Mission might invest. 





by the Office of Investmeat in USPJT) Washington, This component is dm& at fostering the 
expansion of d l  businesses in Bangladesh . The Ofice of Investment has indicated its 

The Cmtmctor shall assess both naacro and micro effects of the Yarious componeats of this 
projxt: 

The Coamctor shall m q t  to addnss specific issues for each of the components of the IPP 
incl-ding: 

2, Has the component contributed to enhancing poky bnplernentaticm exercise within the Mi@jstry 
of Xndwtries and outside? What has been PWG's con#rributions in strengthening MQI's abiiity and 
WiJlliagness to implement poky reforms? 

3. What r l e  is PZAG gtaying in stimulating policy ref- dialogue? HDW effective bas been 
USAD'S inmitoring m e g y ?  Are any changes during the d n g  @od of tlre project 
reComn,d? 



I.  Assess BASC's Work Plan, including its Five Year Business Plan, in terns of its stated 
objectives and d n a b i l i t y .  

2. Evaluate! the administrative and professional pedo~ma~lct and achievements of' BASC so fw- 
and its potential for imgrovemen~ To what extent bas BASC been sucaessfid in pmrnothg di 
and medium-sized industries and women-owned enterprises? 

3. Can BASC -become self-sustai~ing? If so, under what conditions? Is there adequate demand for 
BASC-type services? W h t  ather services should BASC provide? 

4. Cbm@ to other components of IFP. BASC receives closer monitoring and tehnicd support 
ftom USAID. How eflkctive has the monitoring of BASC by USAlD been? How can it be 
improved? 

5. Are there lessons fmm &e MIDAS experience ~ h i c h  should be considered in promohg 
BASC? 

7. Is the concept of S A X  brokering advisory services viable? Will it be more e f f e v e  and 
sustainab1e for BASC to build Itself up as a consulting firm providing services d i d ? #  to its 
clients? 

1. How ef ldve  have the EESC volunteers t>t=en in enhancing employment, productivity, and 
profit for hng1adeshi enterprises? IESC has typicdiy catered to medium and large businesses and 
not to s d l  enterprises as originally envisaged. Should attempts be made to accommodate smaller 
units? 

2. How effwtive has the pro- h e n  in selecting the f- and matching them with suitable 
volunteers? 

2. W b t  are h e  principal coasb.aints of private b& on developing the capability to provide 
&t gap lending? Ecox10mirc? Administrative? Sacid or political? 

3, What actions must SKIS par&icipdbkg han.ks tak= to effectively respond to demand for micro, 
s d l  and mtdium d e  ~ ~ e s s  lending? 



I. Review and cornmeat an the comgonents activities and achievements in relation to planned 
component wcpu~ aml accompIishents. 

I .  Review of project repom, including, inter alia: 

a) Industrid Promotion Project Pager of USMD/I)haka, 1989 (388-W76) 
b) Project Grant Agreement between GOB and USAID for IPP, August 31, 1989 
c) Project Implementation QrderRechnical Services (IPlOtT) of P M  
d) Con- between IMCC and USMD on PL4G 
e) IPP original and revised togflame 
f )  PfAG's work PIans 
g) BASC's Work Plan for 1994-96 
a) IESC reports 
3) BASC's Five Y w  Business Plan 
1) Cooperative Agreement between USAD and MIDAS on BASC 
k) Mennorandurn aad Articles of Association of BASC 
1) BASC section of MIDAS eyalmtipn. 



3. Selected case snidies of businesses which have received services of BASC andlor IESC. 

Ali team members should have experience in co~ducting evaluations in devdoping countries. AII 
should b v e  excellent d y t i c  ability and writing skills. 

Team Leader: The Contractor sMl propose one of the Expatiate Team Members to be Team 
Leader. Tbe Team Leader shall coordinate and manage the team in the conduct of the evaluation, 
a d  sblf lead h e  production of the report. Consequently, she should have significarrt experience 
in eva'fuations, and should possesses excellent interpersonal, rnanagaial and writing skills. 

The Contractor is responsible for identifying, contacting, and obtaining the services of the 
Bangladeshi team member and other Bangladeshi support a d o r  professional services it needs. 
USNDmglad& can sqgest coatacts far identiQiag the Bangladeshi team member should tbe 
Contracmr wish 

V K  Performance Period and Levd af Effort 

The evaluation sbould begin in Banglzdesh October 1, I994 All team members will be required in 
Bangladesh for four weeks on a six-day work week. Two person days should be allocated in 
WasKington, D.C. either before or after the work in Bangladesh to: (i) meet with AID'S 
Bangladesh desk of"ncer to discuss and review materials on BUSBC; and (ii) meet with 
representatives of IBUSBC to disctss their views on the project. The Contractor shall determine 
which of tihe two expatriate consultants will conduct these meetings. The Team Leader wit1 have 
up to five work days in the U.S. to complete the finat version of the evaluation report. 

A six day work week in Bangladesh is authorized. 

VLII. Reporting Rqxairements 

A. Ddivexy: The Contractor shd1 submit a first d d l  of the evduation report before the t a m  
departs Bangladesh, and shall debrief Mission staff on the major findings and concliusioas. The 
Contractor shall submit at Ieast 50 copies of the final version of the evaluation r q r t  to 
USAIDDhaka within two weeks of receipt of the Mission comments on the draft. 

3. Evaluation Report Fomt:  

Executive s u m m y :  approximately 3-5 pages 
* Statement of Findings, Conclusions, and Recormnendatiom: Findings and Concbiom 

shall be succinct, with the topic identified by a short subheading related to the an&) of 
investigation identified in the Statement of Work (Section TV). Recozzu~lea&tions shall 
correspond to major findings, be prioritized, and specify who or which agency should take 
recomaded action and tbe ~ecommended time-£kame. ( l e  Statement of Findings, 
Conclusions and Recommendations may be included as part of the Executive Summary.) 

* Body of the Report: The wrt shall provide the evidence and analysis to suppo~ the 
findings and cunclusioos. Data presented in ths report sMI be aggregated by gender to the 
extent possible. The repaft shall not exceed 40 single spaced pages, unless otherwise 



agreed by USAlD in advance. 
Annexes: Shall include at least &e ionowing 

Evaluation Scope of Work 
Resumes of Team Members 
kcription of Evaluation Methodology 
Bibliogmphy of Doc~~~lents Consulted 
List of Persons Contacted 
Case Studies 

AID Evduati~ri Summary: The Contractor shall complete Section W, "Evaluation AbsWt" and 
Seczion J, " S v  of Findings, Conclusions, and Recommmdations" of the AID Evaluation 
Summqy axid submit these to USAIDBang1;adesh with the Evaluation Report 

M. Team Meetings and bBriei%qp 

The evaluation team sMi meet ugon arrival with the Director of the Office of Economics and 
Enterprise, ?he Superrisory Private Enterprise Officer, the Project Officers and the Mission 
Evaluation Specialist. The team will be i n m c e d  to the PIAG team, BASC oficisls, and IESC's 
locai qmsenwive  within he first week of the visit. 

The team shall present a workplan and outline of the final report to USAID for approval by 
the h$ec t  Ofker and Evaluation Specialist within one work week of arrival. 

The team leader and other t a n  members, as appropriate, shall meet weekly thereafter with 
?he Project Offacer and the Evaluistion Specialist to provide vertrail reporting on the progress of the 
w a ~ ~ i o t t  

?be team leader shall conduct a forrnal debriefing for USAID/Bangladesh and other project 
staaeho'lders prior to departure from Bangladesh- She shall submit a draft version of the 
evaluation report three days prior to this debniefmg. 

USAID and other project stakeholders will review the draft report and will convey comments 
on it, in writing, to the Contractor no !am than 10 working days after receipt of the draft. As 
noted in Section VIZi, tbe Colntractor shall submit the final version of the report to USAID within 
3 work weeks of receipt of comments. 

x Logistics 

The Contractor shall organize the togistics of tbe evduation. This indudes accommodation, office 
space, computer rental, secretarial and other support services, transporbsioq and interview 
scheduling. USAID staff will provide advice and assistance wherever possible to facilitate 
logistics. 



RESUMES OF EVALUAIIOW TEAM MEMBERS 



H E :  John W. Varley 

crm&!mR united S 8 t a  

EDUCAnObI: MA.. International 7Econo;nksS Jofins Hopkins University. 2971 
B.SI.S.. Georgetown Un; :,rsity. 1969 

lAfGUAGE% English: Spanisk French 

OOUMRIES OF WORK 
aBEaIE?dGE: EmgSadesh Costa Rica, Eastern Caribbean Egypt. El Salvador. 

Guatemala Hondum. Korea. NepaI. Nicaragua, Northern ~~ 
Islands. Pakistan. Panamra. Phihpppines. United States 

EXPERIENCE SllMIUARY: 

Mr. Varley. a principal associate at Narhan Associates. is an economist and fi8anchI analyst with more 
than 20 y m  of experience in financial analpis. project management, pwjat appraisal. business phming. 
budgeting, and sector or program evabtian on assignments for international development agencies. 
development banks, government agencies. and private sector investment goups. Mr. VarIey has campteted 
two Eong4erm fauncial analysis assignments in Bangladesh. Duriog 1992, he worked on long-term 
financing a& capM mafkas M e s  for the Bangladesh Central Bank as part of AID.'s Financial Sector 
Refom Project. From 1989 to 199 I. he m e d  as the Chief Technical Adviser for a joint project between 
the ksian Developent E d  (ADS) &xi the United Nations Development Pro&~amme W P )  to improve 
~ c a ~ i t i t i e s  and rehabilitate the poi?folios of the two develiqmeat f i m e  hstituticns (DFls) in 
BangMah. He advised management on a program to improve h c i a l  petdorrrmce and prepare for the 
pdwtizaxioxi o f  one of the Dm. Mr. Varky's broad experience has also alfowed him to apply project 
appraisal techniques to a variety of industries and infrastructure project;. He is cumntly undertaking a 
market adysis for &e preliminary d e i i i o n  of the feasibility of a proposed fshpoa (to be dmced 
utzder a BOTBOO scheme) in the Philippines. He has also worked on fezsibiiity studies for seveml port 
development projects in the United States and P a m .  fn 15193, Mr. Vadey developed aad delivered a 5- 
week came in project appraisal to engineering and economic staff of the Project Preparation Depamnera 
of the Minimy for Public Works and Water Resources in Egypt. 

EMPLOYMENT RECORD: 

prin- Rssocietc, Nathan Associates bc., 1986-pment Long-term assignments include the following 

USA D i o r .  Financial Sector Services Practice. I~ltemational Division. 
1993-RB~ 



Evabzed tbe financial reporting; and mas#gcxnen? record oftbe ?&%em Caribbean 
lnvesemes3t FrumOtjon Senriu: @CIPS), an org&ation h d s d  primarily by ALD. &at 
promotes investment in the island countries ofthe Easteon CMbbean. As part ofan 
AID.-fimed tam evdwtion ofthe project, recornended reducing AID. fipnding and 
intmhkg a cast sharing furnula requiriag greater h d h g  by m & c o W .  



MfTd Carrid out a Nathan Associates projscf hanced by the W P ,  to prepare a special 
1986 review of s e l d  indirstriaf pmj- for the national development budget for FY I986 aad 

to recommend a program for MUC@ performance budgeting procedures i~ the 
Minisay of F h c e .  

Pakistan and Ptepsued an evaluation review of a private sector feasibility study of a cast-sharing 
Costa Rita program offixed by the Bureau of Private Enterprise, AID.  
1985 

U M  State Designed and implemnW h e  AID. F i  Management Tmbiing Course, a 4-week 
1978-1 982 course tkvelopec4 for US. and foreign staffin the conmflefs seaion of AID* Missions. 

The come used lectu.res, problem, and case studies to introduce 8ccoumts and 
~ ~ ~ 6 : f s  to che ~fumhxmat techniques wed in tbe .economic and f%m&l analysis of 
proj-. inc1u- &ambted cash flow meah& for calculating net present worth aad 
inlzmal ram of mum. 

united Seaoas Prepared and deiiv& a ~~ on The Going Camem Value ofa Company in a smhr 
1982 for Washington, J3.C.-ma lawyers concerned with valuation issues in a litigation sating. 

N@ PatGcipatd in a study C O ~ O &  by the AID.  ion to review and evatuate: 
1981 &lxmement and awmthg proc-es USXI bytfie Nepiese Go- on projects 

cofimded with k1.D. and to evatuate cost-benefit measures developed for a series of 
projets- 



John W.Yartey 4 



Thomas A. Tunberg 

PbD.. f oiitical Economy and Govemmt. Harvard University. 2973 
A.B.. magnrt cum Iaude. Haward College, 1964 

A f m  Bangladesh, Bolivia. Burkina Faso, C& &Zv&e, Honduras. 
India, Kazkkhsta..? Niger. Malaysia. Pakistan. Sri L . d a  



Served as Adjunct Professor at Georgetown University, School of 
Foreign Smice. Taught course on kanciaI dwelopent. 





Smed as leader of a study group for USADh&a to recommend a 
3-year p h  far research anO evaluation. 



-43-h Tam leader for a study of Improved Stove Project. 
11 992 



Pe1iow, W&ution of E w  Bimgktdd~ 
Member, American Swkq  of Mechanical engineers (ASME) . . 
L& M&, bsrirue ofBusiDess Admzwmtion AI& Association University of Dhaka 
M e ,  Ggvemment of Banglad& Task Force on "Saategies and Rok o E S W  and Rural hdustries," 



Ahm- Syed "Bangiadesh Seen Emerging fkom the Shadows", Dhaka, January 26, 1995, 
Reuta News Service. 

hglakst.1 Bank, Statistics Department. Economic Trends, Jann;rav and September 19H. Vsf. XX, 
Nos. 1 and 9, 
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Report for 1994 (draft). Octofber 1994. 
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Cmditions me; for initial disbmement on PiAG 
componnt; cunditicvn for provision of support staff waived 
by Mission following BDG written request. 

Implementation of PWG component. 

WSAB) Project Officer for IPP advises BDG that be is 10 
k evalewed from Dhaka by directive of Ambassador. Will 
continue to gmess project impkmenlation order fpam 
A.I.D.tWashixxgtun. 

Pmposed revisions to h d g a  and project outputs of HAG 
component. 



This is the first outside evaluation of the industrial Promotion Project (IPP). It serves as (1) an 
interim eva~wt39n for the BASC, IESC, and SKIS components: aurd (2) a post project evafmtion 
for tbe BUSBC compnen~ completed in 1991. It dso ~~ near enough to the completion date 
of the PWG component k t  it w serve many of t?x purposes of a end-of-project evaIuation. 
The evaluation of the P P  was designed to be carrid out both in Dhaka and in tbe United States 
in the fala of 1994. Because of unavoidable scheduling constraints on the p* of the contractor, 
h e  Bangladesh pbse of the evaluation was carried out in October and November 1994. fotiowed 
by liie t35.-bed portion of the evaluation in January 1995. 

The evaluafion team employed a c o m b ~ i ~ r i  of methodologies: 





The IESC files contaio "Post Projeci Reviews" (PPRs) for 34 YE assignments compkkd as of 
October9 1994. For ezch assignmen5 thze evaluation forms require answers compteted by tfie VE, 
the client and the CD. These project evduatiun f o m  must be completed before the: VE departs. 
A second, folIow-up ev21.uatiun is completd by ttae CD and the client some 6-9 months hteq but 
only for a sample (abut one in thee) of completed projects. The HESC forms ;ask abut impact 
on sales CWS, productivity, profits, and mplopent (not wloyna&tpt of women specifically, 
however). The qustiom are formdated for "Yes" or Wag* responses oniy. The evaluator selected 
files for wdve a~~igmmmts [eleven clients) for the pwpcnse of estimating the f m c i d  impact on 
&e concern4 enterprise and the economic impact on society. Intemiews were used to supplemeat 
hfonmtion in ilESC files regarding the extent of my changes in output, sales, enapIoymeet, or 
iaivamelat d m  the enterprise had experienced as e result of implementing the VE's 
r e c o m d o m .  In addition, the evduatoxs developed a supplementai questiomirc to obtain 
quantitative i n f o d o n  itnclPteting that specifically needed by the Mission, such as number of 
women mp'foyed (see Amex F-l j. 





An approach similar to that used for ESC was tried in the case of ShEs assisted in one way or 
another by BASC. However, neither BASC ofikzs nor the assisted clients were able to provide 
quantitative estimates of the impact of BASC's assistance. This stems partly from the fact that 
t-. -1 

zjfiai, has not: folkwed a methodid program of asking dents about impact and foliowing up 
with clitn?s after they participate iri training. T h e  partial pmtatype case studies were prepared. 
md these appear in Apgendix L. 

Estimates of the potential impact of sdected reguiatury refons were made using economic logic 
rather than ecomrnetric m&&, which the scarcity of good data would nat justiQ in any case. 
As a fim s t q  each refom was cIassified accordqg to the main type cif impact ir was likely to 
have on economic agents* whether it was likely to open completely new opportunities prevkw& 
prohibiw reduce tbe aansactkm costs associated witu certain investment or activities, improve 
market efficiencies, or s+1y improve the climate for invesaneat anb orivate enterprise 
develop-t. For. five activities where some inSbnnaaion was available, the evaluators interviewed 
?JAG staff and private businesses affected by the reforms to develop ilh-strative estimates of 
ecotf~mic irnpca.' 

Refom either remove an absolute bai-rier to investmeat, reduce trxaasactian or operating costs, 
ixnp:ove the hctioniag of markets, correct a bias cream! by regulations, or simply improve the 
investment climate. The impact of some mfoms is easier to estimate than for others. 



Refom 6. Increased Cash Compensation to Eoeal Fabric Prdueers -- This refi~nn 
---a y . - ~ s d  w d d  increase cash compensation to local fabric producers from 15 to 25 percat 
of the value of product sold to radyym;3,dg, gasmmr exportas in lieu of duty  back. This 
program is desigped to correct a bias against IocaI suppliers tamed by a1~oma1'zs in the 
Baxg1adesh tariff s'h;uct;ure as yet uncomted. Its impact will be positive for Bangladesh 
export earnings, bc? the immediate impact is not fikely to have much impact on employment 
and value added by lo& ikbirc producers who already praduce for the local market and 
will simply shift production to the ex+ marker if this incentive is provided. Mb major 
impact on empIoymmt md value added to GDP is projected. 

Refom 7. Reduced Tariffs on Leather - Ba~gIadesh's leading exporter of finished 
leather p d u c t s  has invested $3 million in an expansion program that will a b l e  it to 
innease its annual shipments from S5 to $10 million dollars. The decision to invest would 
not b v e  k e n  made if Bangladesh had not reduced che tariff on raw Itzither for shot? d e s  
from 60 percent to 10 percent. The IPP project had earlier provided the technical assistance 
of an ESC VE volunteer to this producer prior to this z c s  i~vestment. The new plant win 
create approximately #Q new jobs, including 350 for women. 

* Reform 2. End SEC Authority over Internal Sale of W Shares - Several foreign joint 
ventlP3e5 were &ie to transfer ownership of shares to Bangladeshi partners in an expeditious 
maxmcr. This refom did not m t e  any r-w jobs directly* but without it some Bangladeshi 
partners would not have been able to t aks  over operating control and jobs wodd likely have 
been lost. No impad value was t-stimated. 

- Refom TO. Convertriility fir Capital Accouat Transactions - The hll impact of this 
refom is immense, and it has a catalytic e f b t  in combination with the other reforms. 
Convertibility is  considerc=d a sine qua non far tiggering a significant increase in foreign 
private sector capital inflows. PreIiminary estimates indicate that &sect invesnment in 
Bangladesh increased %om $1 30 million in 1992 to $1.3 billion in 1994 ~ 5 t h  expw%tions 
fox even more investmect grow& in 1995. This has dlowed GDP to grow at a rate of 10 
percent, Bangladesh's first double digit growth rate in many years. Estimates of the inflow 
sf foreign portfolio capital into Bangladesh range from $50 to $140 million. Such funds 
almost never flow into a country ?.hat has not oRered foreign investors full convertibility for 
capital ~ ~ o ~ .  

!3e evaluation team participated in multiple aeettings with the Mission md ~anagers of the 
various llPP component programs. All reviewers wme provided with first drafts oftfie sections of 
the waIuarjon report relevant to them foc comment. Cornmerits received were used to correct and 
revise dm% wherever tfie evaluators felt necessary. 



Annex F-1 

Draft Suppiemenby Evaluation Form for 
Obtaining Quantitative tnfomation on ahre 

1mpad of Technical Assistance to Barregladesh Enterprises 

Name of Company 

Name of Volunteer Executive 

Dates of Visit 

Your own (the client's) estimatian of any changes in your operations since the V E ' s  visit that 
can be attributed to your successfid implementation of the VE's recommendations or assistance: 

Before - Afier 

New Jobs Created? 

Nmbtr of jobs created 

'Number of jobs for women 

Average wage fa new job$ 

Pmpact on Production or Sales? 
I 

Sales 
Production 

lmpaet on Annual Net Income before Taxes? 

New Investment? 

New Investment in 
Amout (Dates) 



P a L W  REFORM MATRIX MATERIALS FOR PlAG 

Exhibit G-1 . Accelerating Industrial Development: Matrix of 
Proposed Policy Actions (July 4, 1394) 

Exhibit 6-2. RAG'S Anabsis of Policy Changes Made by BE 
after WAG Representations 

































1. Introcluction of a process of automatic 
registration of proposed investment projects 
with the Board of fnvesbment. Of particular 
impom~ee was the ranoval of a requirement 
of d~~unentary proof that an investment was 
already -rinderwzsy prior to being able to obtain 
BOI registration. 

2. Removal of ttte requirement for foreign 
sheh01ders of joint venture companies, or 
c o m p ~ e s  wholly owned by foreigners, to 
seek permission .from the Securities 
Companies Commission for the purpose of 
transferring their shares to others. 

3, Introduction sf a mmpuier-based 
management information system in MOI. 

4. Elimination sf the p a s s b k  system 
Iimiting imported inputs for all but restricted 
import categories. 

This recu-enotation was made in the PXAG 
Poiticy Matrix as well as in FIAG Report 6. 
Also, several meetings were held with 
Members of the BOI at which this issue was 
raised. Afkr the poky  change was 
implemented, there was a large increase in the 
number of new investments registered with 
BOI. 

This recommendaaton was made in the PIAG 
Poky Matrix as well as in PXAG Report 6. 
Also, meetings were herd on the issue with the 
Chairman of the Securities and Exchange 
Commission. The change is a direct result of 
NAG representations. 

This was recommended in HAG Report 5. 
PWG is currently working with the Mioristry 
to introduce a rudimentary system and to 
examine the benefits of such systms. 

This was recamended in the PXAG Policy 
Matrix and in PIAG Report 6, as well as in 
meetings with members of the BOI. A new 
policy was established whereby new 
passbooks limit only restricted i tem.  
Gustonas, however, still limits unrestricted 
items listed in old p a s s b k s  without written 
1301 qprovd. PIAG is now making a 
recornendation that iile Chief Controller of 
Imports & Exports should recall all old 
passbooks and relace them with new ones or 
the NBR should issue a StaOartoqr Regulatory 
Orda stating that henceforth restriction of 
imports of the passbook: item would apply * 

only in the cases of restricted import categoay 
itens. 

(continued] 



5. Full exemption of duties on imported 
machinery for t 00 percent exgan-oriented 
industries outside ?be export processing zones 
without ~(30uiSi11g bank guarantees. 

7, Increase cash cmqasation to l a d  Fdxic 
pduccrs from 15 to 25 gemat of the value 
of such supplies to ready-made gumw.ts 
p d u c m  far export in lieu of dusy drawback. 

8. Exemption of duty on mw hicks and skins 
fm leather producers with a guarantee. 

10. Further relaxation of foreign exchange 
controls such as those on personal and 
business travels, making the Mgiadesh Taka 
fitly e s n v d b k  on current account by 
eliminating or relaxkg exchange cola~roIs on 
remaining cment account items. 

h o p e d  in HAG Policy Matrix anb PIAG 
Rep~rt  6. 

Prapos& in PIAG Policy Matrix and in HAG 
Repun 6. 

Proposed in FAG Policy Matrix and in PIAG 
Report 6. 

These were proposed in P W  Regort 4. 



Exhibit: G-2 (eantinued) 

Policy Changes Fdluwing P U G  
Rep~esentations Conameats 

f 2. We rurdersmd that the Nztionai Labor Ttrese were proposed in PIAC R-R 6. An 
Law Commission has recammended the earlier version OF the Report was made 
foflawing: available to the Nagitma1 Labor Law 

Commission wbik it was in the process of 
a) No outsiders. including previous finalizing its repopa. Accclrding to the 

employees of an industrial firm, could disclosure of a previous member of the 
become members of a trade: union of Commission in the HAG seminar hdd on 16 
h t  fum or. if already members. retain Apd 1994 to disc- the PIAG Report 6, the 
that membership. Comission has addressed most of the 

concerns a d  issues raised in PIAG Report 6. 
b) A threeyear rnoratoriun has bebeen 

proposed on &e fsnnatiun of trade 
unions in nwty-establishd industries. 



CORRESPONDENCE BETWEEN PIAG AND WE 
SECURmES AND EXCHANGE CQM 

Exhibit H-I. 

Exhibit H-2. 

Exhibit H-3. 

Exhibit H4. 

Exhibit H-5- 

Exhibit H-6. 

f xhibtt H-7. 

Exhibit W-8. 

Letter from Dr. R. P. Bitack, PIAG Chief Technicall Adviser, to 
Dr. Najmlsl Hossain, April 20, 9994 

Letter from Mr. S.Z. Khan, SEC Chairman, to Dr. 8, P. Black, 
PIAG Chief Technical Adviser, March 28, 1994 

Letter from Dr. R. P. Black, PlkG Chief Technical Adviser, ta 
Mr. S, Z. Khan, SEC Chairman, March 31,1994 

Draf? SEC Notification, April f 1 , I 994 

Final SEC Notification, April 12, 1994 

Press Clipping from Dalw Star, April 14, 1994 

Letter from Mr. S.Z. Khan, SEC Chairman, to Dr. R. P. Black, 
PIAG Chief Technical Adviser, April 25, 1994 

Letter from Dr. R. P. Black, PIAG Chief Technical Adviser, to 
Mr. S Z .  Khan, SEC Chairman, April 28, 1994 



With t h i s  tettet",I  would 1Ske t o  document a recent P I A G  success. On 28 
February, Z s t n t  Ilr Sultan-uz Z a ~ a n  Khan, Chairnan of the  Secw i t i t s  and 
Exchange Casrission, a copy t f  Abdur Rab's latest report cm regulatory 
srns+~a i is ts  t o  industrial deveiapmmt. On 20 blarch, FSr Xhon wrate t o  ac 
quertSonfng whether a statcrtnt i n  Or Rab's report ,  lthich claimed that non- 
~ o r t f o l i o  Snvesturs needed SEE permission t o  disinvest thcf r shaPcs, bias true, 
He nated, "SEC on f t s  part has Sound no bas i s  to r  the above axcnt ioned 
obttrvation," See the attached copy ot Mr Khan's letter, 

Subsequently, 1 wrote Ilr Khan explaining t h e  basis of our inf armation, See 
attacked lcetcr fror me t o  Khan, Ye then called 4s Khan and arranged for  
Abdur and X t o  meet c;th him--which ue did on 5 April, A t  t h i s  meeting we 
discussed many examples of Government regulatory controls and t h e  
difficulties encountered i n  i~p l teent . ing  f ovetnaent polity which s h w l d  do 
way with these- Hs Khan had ask one of h i t  o f f i c e r s  i f  f EC approval was 
required by foreigners t a  disinvest nan-portfdio shares. He laas assured that 
this was not tequi~cd. However, by the t i r e  we tcft,having spent about an 
hour with  him, be had begun to have some concerns and told us he would 
check once more, 

On f 1 April,  Rr Khan called r e  and safd he had indeed discovered that 
tareigners were coring t o  SEC requesting permission t o  disinvest. He was 
therefore putting out a notificatioahat t h i s  was not required, He said thar 
he would l i k e  t o  send over ia ropy ob t h e i ~  draft and get our comments. This 
arrived shortly thereafter. She statement was quite clear i n  stating thaz joint 
ventures or foreign owned companScs do not need SEC approval t o  transfer 
thcfr shares. However, t h e  last sentence of the notfct as a s o r t  o f  an aside 
noted "foreign sBarebotdtts shal l  be guided by the respect ivc corpany 's 
~ r t i c f e s  of ~ssocf ation or any relevant tau i n  f o ~ t t ? . "  See t h e  attached draft; 
ntrtfce, Ye believed 'ttids last sentence did not add anything and could s e w ?  
t o  confuse people, f conveyed %his view t o  the thalrsan, He noted that  t h e  
last stnt n F had n t been i n  the originalwhich ha had written but had been 
suOpesteb kY one 08 h r s  otficcrsand so he had 1st i t  stand but t h a t  now that 



W i t h  your latter dated 28 February 1994 addressed 
ta me you sent  e copy of final d r a f t  of uRcguiatory Cons- 
traints to Industrial Develqment in Bangladesh and Recent 
Dereg~3ations.~ 

Z w i s h  to invite your attention to paragraph 2-23 
at page 32 of the above mentioned report which reads as 
follows 5 *Another issue that can be troublesome to foreign 
9ilz-m~ i s  the  relative difficulty ft can face in wirrdtng up 

and repatriating eapf tar. foreign 
iavestlng in stocks and shares of t k  Stoek Exehange cm 
f r n l y  invest and disinvest and repatriate without raqulring 

any permission, this is not the cast w i t h  nan-qortfolia 
Anvestars* me latter group a5 %nvestolrs need permissions 

from relevant autharities Like the SOcuftfes and Exchange 
Com&ission and the Bangladesh Bank to remit their disin- 
vested. share capital, * 

SEX on its part has found no basis for t h e  above 

mentioned observation, Can you please c lar i fy  ? 

Yours Sincerely 



we thought f t  could itad t o  contusion, he was incllned t o  delete %Re last 
sentence, 

Qn 14 April; ;a headline on the  f font page of The Daily Star announced, 
"Foreign fnvcsters can tranr'er shares without perrission," See attachment, 
&Z Ehc PfAB seminar on 16 AFril, 1 was approached by t h e  Chairman of  the 
SEC a d  handed a copy of t h e  o t t i c i a l  announcement. The last sentence of 
the d~al;t had been dropped, See the attached copy of the o f f i c i a l  

notifica%fon, 

Chalk one up f o r  P M !  



10 DilWsha CA 
Dhaka 1000 

Dear: Mz Khan: 

ma Psliuy -2,etat;ion 
and 2bxaLysia GZopg CPZZG) 

d L"SSLL2/~03 prof ~annaqsd 
by ,Z%2C-h&rhingtar~ 
Ad;uajte C&urt, 4th Eloor ' 
135-120 Morf jhetl C.A. 
GPO Box  3645 
Dhaka 2 000, B;;tngladesk 
Td: {8&2-2] 863855 
r-: (880-21 883416 

88332 9 
31 March 3994 

Mr Sultan-uz Zamn Khan 
Chairsnan 
securities ;and Exchange Conmission 
Jiban Biraa Tower {LSith & 16- Flosr) 

+Tktank you very imrcl.1 for your h t t e x r  date+ 20 March, 1994, No. 
E D / D E V / S E - S ~ ~ X ~ ! ~ ~ - ~ ~ ? ,  btririging our at tazt ion to a possible 
miorspresentation of clearance ~ e q u i r e w n t s  f o r  winding up 
foreign investars~busirresses in Eangladesh and te&tting 
disinvested proceeds. The obsarvatiun made in Dr. R a t s  draf t  
report, which you have questioned, was bas& on the information 
he gathered from Z I I ~  Board of InvesC~ntts Foreign ZnvestrraeBt  
C e l l .  A t  tfie t i m e  the Sscurities and Exchange eonarrission was 
established and same of the BOX'S responsibiiities transferred 
it. approval for remittances oL disinvssced sham capital was 
of me furrctisr.~ BOX ceased to perfohm. Theyr and we, ass-vmed 
that t&s was Z ~ G W * ~  function t ha t  perfomed. ff it is not, 
i'; is cerCaidy something xe wish to correcZ before publishing 
our final. report. pte wi3.I cal l  your office in a couple of days 
to sse if Dr RaD and X can v i s i t  you and be enlightened on *is 
maczex:. 

By the way, the s d n a r  on Dr RabTs report had to be postponed 
.due to -aforeseterr corrrplications a+ the Plinistry of fndusrries. 
tJe are now trying to reschedttie for arour,d the middle 04 this 
month. YOU will certainly receive and invitation when the r;ew 
~ i m e  is confirmed. 

Xouxs sincerely, 

cc: Dx Abdu Rab 



NO. SEW Sect ion-3194- j53- Dated : 12th April 1994 

The Securities and Exchange Commission's attention has 
been dram t o  a rnisranders;anding in certain quarters that the 
Comissian's p=rxissioa is required for transfer of shares 
owned by foreign investors in joint venture companies or 
companies wholly owned by foreigners-' 

In t h i s  connection, the Commission W Q P Z ~ B  like t o  clarify 
t h a t  fareign sharehofders of j o i n t  venture companies or 
campanies wholly owned by foreigners need not seek the 
Commission's permission for the purpose of transferring t h e i r  
shares t o  others. 



Notification - 

The Securities and Exchange Commirsion*s atter 
betn drawn to a misunderstanding in certain quarters cnac ZW 
brmnirs ion*~ permission is required for transfer of shar 

owned by foreign investors in j o i n t  venture companies or I 

any relevant law i n  force. 

Sultan-uz Zirmi 
Chai man, 



Press clipping from Dailv Star 
April 14,1994, page 1. 



I believe that t h e  PIAG Seminar on Regulatory 
~ a n s t r a i r k s  to Industrial Development in Bangladesh 
(16 Apri1J994) proved useful to a l l  concerned, In t h a t  
connection, f apprec ia t e  the reference which you made 

to the SEC notification removing restrictions on foreign 
share transfers in the case of non-portfolio investments. 

~ h & q h  coulZ not aetend t h e  full - Seminar, 
w e  a t  SEC nave reviewed t h e  Matrix of Policy Actions on 

Accelerated Industrial Development, prepared by P U G .  

SSC1s act ion is cal led for in some specific areas inclu- 
ded in that  matrixa Those are briefly stated hereunder, 

F i r s t ,  disinvestment of government-med manu- 

facturing ccpital through t h e  stock market and by other 

means* SEC has taken up the matter w i t h  important minis- 
t r ies ,  notably the Ministries of  Xndustries, Commerce and 
Energy, and a lso  the Privatization Board, It has offered 

and Is willing to provide technical ass is tance ,  as appro- 
priate, to the concerned agenc i e s  in t h e i r  work for  
processing specific cases related to off-loading of gov- 

ernment-awned shares in S O E s ,  multinationals and other 

companies through the stock market. 

Secondly, devising appropriate anti-speculative 

measures, W e  have already. prepared a d r a f t  of Y.nsides 

tradingn regulations and would be happy to share it w i t h  

PIAC for comments, if you so desire. Formulation of other 
pertinent regulations are presently under consideration. 

Thirdly, development of a database on different 

aspects of capital market development, W e  consider t h f s  



of great fmportance. W e  are engaged in developing a 

database on t h e  listed comp+nies of Dhaka Stock Exchange 

and-would welcome any PIAG assistance in this area. 

Finally, w e  hope to closely collaborate with PIAG,  

as feasible, in pursulng our common goal of enhancing 

investments for accelerated i n d u s t r i a l  development. 

Yours Sincerely 

Dr Ronald P, Black 
Chief of Party 
Policy Xmplementation and 
Analysis Group (PIAC) 
Adamjee Court (4th floor) 
125-120 Motijheel C/A 
Dhaka, 

Sultan-uz Zarnan Khan 



Exhibit HB . 

Thank you vesy much for your letter of 25 A&.& and the kind 
references to our s k n a r .  We appreciated your: pazdcipation and 
tantxibution. 

3K 
I was also pleased to hear you beLie*e soma of the 
suggestions in our policy m a t r i x  are worth pursuing and that you C 
are indeed already doing so. Jae would be &te pleased to see 
the draft of youx: "insidex trading" and if we have any thoughts 
-on it to shaze t h e m  with you. Also, we wou.ld be happy to see if 
there is anyway that F I X  could assist the SEC in devslsping a 
database on listed corpanies. A t  least we may have smie ideas 
that we can of fex .  

f will give yau a call early next week to see if we can arrange a 
meeting. 

Yours sincerely# 



Explanation of Scores and Weighting System for 
Hegalatory and Policy-Environment Index 

Regulatozy and Policy Environment Index for FRISH F.0, 2.2 

Derivation of Weighted Index: 
Arc  x 4 Bfs x 3 

-UC I-- 

Banking 28 9 
Business 16 6; 
Trade 28 22 
Legal 32 6 
Labor 12 6 
Privatizat ion 16 0 ---- -I-- 

13 2 48  

Index 
Totals 

NOTE: fn t h e  USAXD/Bangladash Policy Agenda Matrix, the 
59 policy changes lisfed far these 6 ?3evelopmant objectives 
are ranked A, B or C in order of imporhnce, w i t h  weights of 
4 ,  3 and 2 ,  respectively, to derive the index of successful 
achievement. 



Exhibit J-1. RAG Memo on lmpact of bard of Investment Change 

Table 3-1. Setected Foreign investment Proposals Registered witfr the Board of Investment 
from January to June 1994 
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Table K-1. lESC~BangIadsh Assignment Log and Post-Reject Rwiew Ratings 
for CSompfe~ons as of October 31,1994 

Exhibit K-1 . IESC Case Studies 



Client 

81 
00 
60 
68 
63 
71 
83 
35 
59 
35 
89 
65 
39 
39 
85 
00 Qncellerl 
44 
00 
89 
57 
71 
4t 
00 e s ~ n e d  
QQ CamlM 
4t 
75 
31 YE d id  
69 
24 Incomplale 
58 
51 
82 

Cancelled 
85 
31 
15 

lo3 
55 
56 



Exhibit K-1. ESC Case Studies 



Product 

IESC 
Volunteer 

Employees 

Women 
Employees 

: Domestic 100% (Europe and USA) 

: Mr. Alexztnder Simmons 

: June 27, 199 1 - September 1, 199 1 

: Before : NA 
Afier : NA 

: Before : NA 
After : NA 
%Change : NA 

: Before : NA 
Afier : NA 

: The VE provided a comprehensive automated system of record and 
bookkeeping, modeled on computesizd system used in US. banks. 
The plan was complex, and incIudec3 t a m s  and systems (e.g. SWIFT) 
r d  relevant to Al Bar& b d 9 s  needs or budget. The plan was 
comprehensive, but difficult to understand and implement. It appears 
that alternatives were not presented. AI Barah Bank was plnable to 
implement the p h .  

: Some A1 Baraka Bank senior managers were introduced to the 
concepts, terns, capabilities, and comp1exities of automated banking 
systems. Thme was no nnwmble economic impact. 

NOTE NA = not made available to evaluation team. 



Market 

IESC 
Volunteer 

Dates ia 
C Q U ~ ~  

Produc%ion 

Employees 

Women 
Eapbyees 

wes 

Grass Prafits 

IESC 
In~alvennent 

Leather Shoes 

BP~ZZC : 320 pairs per day (net of 20% reyections) 
After : 1,000 pairs per 
% Change : 21 3% increase - 

Before : 300 
Afier : 300 
% Change : No net change (restructured) 

Before : Tic 4.1 million in 1991 
After : Tk 68.1 d i i o n  in 1992 

Apex Footwear Ltd. is an expansion of Apex Tannery, owed by one 
of Bangladesh's respected businessmen. The fimr had good quality raw 
materials, a plant equipped witb Geman machines rated at 10043 pairs 
per day, and a contract &om a Japanese buyer. The was operating 
at ody 400 pairs per day even after advice h m  the German equipment 
manufacturer and the Japanese buyer. The rejection rate was 2C-25 
percent. 

C. Ginsbutg was able to restruc- the workflow and motivate 
workers and managers to achieve production targets. This i d u d d  
phasing out nonperformers s d  rewarding star performers, and 
overseeing quality controi at each step. The increase in production was 
achieved ia about 90 days. Higher production levels would be possible 
except for delays in clearing supplies through customs. 

The drarnatic success of the Gixxsbwg asigarnent can be attributed to a 
combination of factors. Apex's physical plant and machinery were in 
good shape. Apex has good raw materiak Apex had export sales 



orders. Ginsburg was the righ man for this type of situation, and Apex 
mpmted fully, WitSPiRg no time in imp'iementing Ginsburg's 
suggestions. Technical howledge abut production or factory 
management was he. key missing ingredient, and Ginsburg was able to 
supply or " ~ f e r ' '  that technology. The lesson is that similar quick 
successes &om consulting assigrurnents will be possible if th2 key 
missing ingredient is redly tecbaIogical or management expertise, 
w&Ie other ingredients are already present. That makes the situation 
especially ripe for calling in otitside expertise. It will still be necessary 
to identify the type of missing teck~ology, and locate the right experts 
to impIment the transfer of techolo5;~. 

Most situations will not be as "ripe" ic+ consultants as with the 
Apex T'ery case. This does not mean the co1~9tirtg services are not 
require&--wty that they will not lead to instant impmvements in 
operating results similar those achieved in the Apex case. 

Subsequent : As a result of the successfkixl operation of Apex Footwear Ltd., the 
Economic Apex group went on to increase its sales and then to succesMIy issue 
Lmpsct dehtures in the Bmgladesh capital markets. The proceeds wen used 

to pay off long term debt to BSB and to finance increasing working 
capital n&. Then in 1994, in response to a reduction of itinport duties 
on finished lieather (frow 60% to 10%) Apex initiated a $3.0 brlli'zlion 
expansion p m p m  that will raise production from 1000 to 1500 p a h  
per day, and increase employment fiom 300 to 700 persons Abut 
95% of the incmased work50rce will be women, d n g  entry Bevel 
wages of Tk 1500 per day. " h e  new factory will aIsc increase the local 
content of the sbaes fiom 49% to 70%. By 1996 sales are expected to 
reach to $10.0 million, double the current levels. 

Liberalization : This expansion is due in part to the successful E S C  assignment and in 
of Trade part to lihliz;9tion of trade regulations. The impact will benefit more 
Restrictions Ltran just Apex's employees, includhg 380 new women employees (650 

women employees total). It will dso benefit smaller and medium-sized 
tanneries, cattle slaughhg, and cattle raising enterprises throughout 
BangMesh. First round net sand benefits (value added) to 
Bangladesh fPom the investment and operation of the new $3.0 million 
will be i i p ~ o ~ e l y  $3.5 mllbon anaua.111~ (80% of $5.0 miIhn 
increase in sales). Over the next the 12 years the annual benefits will 
result in a total net present value of about $10.2 miftio~ (X5'% discount 
rate). Allowing for a multiplier effect of 2.0, the $3.5 of aaditiod 
spending from the APEX expansion will produce approximately % 7.0 
million of additi~nal total annual spending eco~~crny wide- 



Market 

Employees 

Women 
Emph yees 

Avg. Month 
wage 

Sales 

Gross Profits 

IESC 
Invalvement 

Economic 
impact 

BURLINGTONS, LTID. 

: Woven and Knitted Garments (Cottan & Polyester) 

: Export 100% (Europe and USA) 

: Ms. Clare Vashon 

: Main item Men's shirts + other items 
Before : 6,000 dozens per mo. men's shirts in I992 
After : f0,OQO dozens per ma men's shirts in 1994 

: Before : 346 in 1992 
After : 650 in 1994 
% Change : 88 % increase 

: Tic '25443 ($38) per month 

: Before : $3.0 million in 1992 
After : M.0 million in 1994 

: Budin(g;tom' first year of operation, 1992, w a  profitable, but also 
marked by production and quality control problems. The company had 
good equipment and interested buyers, but a relatively inexperiep~ctb 
workforce, including rrnanagets. 'Fhe EV worked directly with the plant 
agiaea /gend manager on prowdures for imgrovi~~g workflow, 
Hfatesids handling, and inspection. By implementing the EV's 
r6~011llllm$atiorrzj, the plant's pductivity increased, and quality c01ftroI 
inaprovd. Mam irnpoitantEy, Burlingtom' quality control improvement 
enabled. it to win mme orders from buyers. This mcouragd the owners 
to invest an additional %508,000 in new production equipment and lines 
and to hire 300 new empIoyees, including 240 secunstres~es. 

: The EV's immediate impact was an increase in productivity. This led to 
additional impacts in tams of new investment, ~p~oyraent, and 
income. Chdy about 25% of the find export value of garmeats 



represents value zdded in Bulgtadesh. The 52.8 million increase in 
E3tidingtons's export sales represents asbout $504000 in additional 
income annually to the a o m m y  of BangIadesh, of which some 
5300,000 (a%) repfesetlts wage to workers who were gmbably not 
&g an economic wage previously. M y  about 10% of the one t h e  
iwesrment in equipment of S5W,OOO was spi t  in Bmgladesh, 
resulting in an addition to national income of about $50,080 in 1993. 

NOTE: NA = not made available to evaluation team. 



: Mainly domestic, but research has global impact 

: Mr. Wynn Robin and Mr. Richard Gustafson 

: January 13-March 19, 1992 

: Annual budget appmximteIy $I 0 million. 

: 1992 : 1350 
2 994 : 1500 
% Change : ! 1 % increase 

: Nonprofit 



Ihe economic impact to Bangladesh of these changes in ZCDDRB's 
operations is an efficieccy gain of approximately S32,W per year- T b  
heduction in some staff at ECDDRB uas not an absolute foss of 
employment for the economy. Fit, 'ICDDRB bas hired staff in other 
areas, anb they has dso created employment by contrac@g for s d m s  
previously provided by its own sraff. The gain to the ecmomy 
represents a savings of rems whose hmcki cost is $32.000. These 
~2tYings allow ICDQRB to provide its heal& care setvica and c~ndplct 
its research at a lower cost to the economy of Baaglactesh. The 
firta~cial cost can be used as an agproxirnation of the economic 
benefits, 



: 1993: 6 students at inaupztion in Feb. 1993 
19% 91 in October 1994 
Women: 41 or almost 45% (Ratio at Dhaka U. is 30% wornen] 

: Tk: 22.4 million (S560,000) in f 993 
: Tk 32.0 nril!ion (%800,000) in 5994 





Domestic md Export 

April 2.1993 

Before : 1,500 full time + 1.6,000 self employed (crafts) 
After : 2,000 full time + 20,0043 self en;iployed (crafts) 
% Change : 25 % increase 

700 fir11 time+ 17,000 self employed (crafts) 

2 : S 22 million in 1992 
9 : S arot divulged 

Kumudini Welfare Trust is a large, woman-o-JMed enterprise engag& 
in a combination of co~ll~llerckl (jute, transport, gamenu) and 
philanthropic enterprises @earth care, teaching, women's handicraft). 
Profits From the comercia1 enterprises were used to sumx,rt the 
chitable activities. By 1992, income from tditionai cum- 
enterprises, mainly jute, had diminished to the: point that tbe trust's 
financial condition was weakening. Ms. Joya Patti tlhe Chief Executive 
Officer of the Tnrst, wanted to maintain the: Trust's committments to  it^ 
philanthropic enterprises. She asked the IESC VE for a financial 
d y s i s  and recornendations that would enable the TNst to continue 
its commitments without daapitdizing itself. Ms. hti states thax Mr. 
Voge! gave the Trust's managers exactly what they needed in the way 
of b c i a i  in50rmatiicm md an improved F i c j d  iafomticm system, 
She dso credits tbe YE with giving the Tmst's miming board a g h  
to trua things around axld the encsmgement to fake the needed 
decisions. 6Q addition to recommendations for improving accounting 
a d  nanagement information, the VE also made sevm1 operating 
mmmmMons F.& Trust implemented, including diversification into 





Dates isl 
Connagr 

Wbnen 
employees 

Budget 

Gross Profits 

One measure of the -dediate or direct economic impact of the EV's 
work is the creation of an effective full time registrar in NSU, a job 
that will pay apgmxbately Tk 50,000 per month or %15,00Q per year, 
In a wider cantex& however, the success of NSU opens up the 
possibility of far larger economic benefits, including savings of foreign 
exchange: by smdents who would otherwise go abroad for their 
university education. An &hated 200,000 Bangladeshi study abroad 
each year at costs raging h m  $4,000 per student a year (India) to 

Tbe Nor& South University 0 is one of two newly created private 
universities that are o f f d g  4-yr. degree progratns. They ar the first 
alternatives ro the low-oost state-nm universities that are failing to 
provide quaiiry education. WSW opened in 1893 admitting 160 students 
who bad passed a qudieiag exam (50% pass rate). NSU uses 
BmgMesbi professors on leave h m  U.S. colfeges ro staff its visiting 
fiiculty. Tuition and fees rn about $2,000 per year. The ESC EV is a 
xred m, marad is helping h e  NSU to srgaaize anO computepize 
its student records and to produce a course-offering bulletin and class 
sch&uSes. MSU Has invested abut $15,000 in a computer and printer 
for the regism office and has hired an assistant regisgas to work with 
the EV. Wen the EV departs the assistant registrar wi11 become the 
registrar. 



$20,000 (USA or 'LTK). The rapid gro-Jvth in NSU's enrollment suggests 
hat demand for its educarional services is strong. A successfd 
university will also generate other economic hef i ts  in the form of 
jobs for teachers, research and community educational services. The 
creation of an eAFective reliable regism's office will play a small part 
toward in those larger benefits. 

NOTE: NA = not made available to evaluation team. 



RAEMtW CHEMICALS, LTD. 

Employees 

Gross Sales 

: Glucose Syrup, Dextrose Monohydrate, Anhydrous Dextrose, Starch 

: 1992 : 3 1.7 million 
1994 : $2.1 million 
Increase: 23% increase 

: 1992 : $1.73 million in 1992 
1994 : NA 



The VE was able to measure improve~ents since first visit in 1992 
during bis second visit in 1994. 

: Rabman Chemicals uses &ported cassava root as well as sweet potato 
and white potato grown in Bangladesh for its raw materials. The 
productioa process ie capital intensive value added content of $400,000 
of final product is less than 39%. Estimated economic impact increased 
production is S121,(f00 per year d u d i s g  additional purchases of raw 
material in the Bangladesh economy. 

HOE:  NA = no? made available to evaluation team. 



Women 
employees 

Gross Profits 

: multipljz products 

Totat Wes Force-Only . 

1992: 507 87 
1994: 587 I53 
%Change: 16% 75% k r e a s e  

: The VE provided assistance to Renab regarding marketing and sdes. 
The owners of Reaata purchased the options of Wtzer Labratories, 
who had decided to liquidate their opesations in Bangladesh. The 
quality of product was good, but Rmata would no longer be abbe to -w 
the brand name Pfizer. Renab was growing at low mes (SYdyr.) and 
was rapidly losing market share to more aggressive firms. Renata 
decided it needed ?o hunch a 70% expansion in the sales farce fiom 76 
field representatives and I I line managers to 130 field reps and 23 line 
managers. T'be increase required an upgrade in *mining programs and 
personnel beveiogmmt pmgmns and a better d e t  information 
system. Wher was mwilling to help The ESCM made significant 
improvement lo at1 thee key areas despite the untimely death of 
Renata's PemnneI h-ger. As of end of September, Renata's sales In 
1 9 4  were 38% ahead of year to date sales for 1992. 

: The W s  work was directly rehted to training 66 new field staff and 
first h e  managers. The new sales force fias been successful in 
increasing sales by what appears to be $3.0 million per year. tacking 
fiuther information on the cost of the sales, however, the estimate of 
the economic impact related to the VE's input will be limited to the 



base salarit~ of the new field represmwtive. approximately U30,OOO 
---.-r that Re~liiEi per year (excluding conrmissions), plus 324,000 per JL 

now spends regularly on market R S ~  s w e y s  in accordance with 
the \Z 's  r~ommendation. Total direct economic impifct associated 
with the VIE'S efforts is 5554,000 per year. 

NOTE: NA = not made available to evaluation team. 



Women 
Empioyea 

Saies 

Economic 
Impact 

Domestic 100% (Europe and USA) 

Mr. Edward Emrich 

September 9, 199 1-Ncvember 1 1, 199 I 

Before : NA 
After : TNA 

Before : NA 
After : NA 
%Change : NA 

Tbe VE provided ncommmdations on the dmeiopmmt of a computer 
ciepartmmt, including idmtification aud budget estimates for computer 
hardware and software &at Uatara bank could use to computesize its 
banking operatioo~. The VE assisted the bank in obtaining quotes for 
both hardware and software, including quotes h m  r e g i d  vendors 
(India). A formal proposal was prepared for pxesmtath to the bank's 
bard of directors. 'They did not vote to accept tbe vendors offm. No 
action was wen. 

No measurable mnomic impact. 

NOTE: NA = not made available to evaluation team. 



: Ready made Garments (Shirts, Trousers, Jackets, Shorts) 

: 100% Export (Europe, USA) 

: Ur. Jack keitheiser 

: multiple products 

: Before : 900 in 1992, Jan. 
After : NA 
% *rhange : NA 

: Before : $4.4 million in 
After : $ 4.4 million in 

Gross Pmfits : % 44u,oOo 
$ 484,000 
10% increase 

992, the company bad 
3 subsidiary plants. From 1998 to 1992 sales almost doubfeed from $2.4 
to M.4 million, but the increase in volume was aka accompmkd by a 
fall in production rates and q u a l i ~  control. Managemat was also 
interested in diversirng into higher fashion items. 'Fhe EV worked 
with management to clarify job descriptions and responsibilities of 
production managen and to change procedures thar were reducing 
output. Tke W also demonstrated to management that some of the 
"higher fashion" items dook too much time to paoduc% cost more, a d  
were not as profitable a use of sewers9 skills as items hey already 
knew. Uthrm made no addithaf investmats or ad&fi~QS to 
employment as a result of the EVs recommendations. 

: T..e EV and Uttaran management estimate that hpkmentation of the 
!W's recornadd procedures resulted in a 10% increase in profits 
fiom the existing level of operations. The equivalent of abut $44,000 
in additional vdue added each year, the same figure cotrid be used as 
an estimate oft& a n n d  impact on national income for Bangladesh. 

NOTE: NA = not made available to evaluation team. 



Table 1-1. Performance ~f BASSC under MIDAS 
Ext;libit L-1 . BASC Case 8u&s 







Women 
Employees 

wer 

Before : 180 persuns in 1993 
A h  r I63 persons in 1994 
(average wage Tk 2 5OO- 1 W/rnonrh) 

None 

Factory management and staff have ken e x p o d  to madm 
methods of praQucti~& and quality control. They have been 
motivated 9nd are able to calcdate labor pmbtivity, material 
productivity, etc, mimes are more conscious about wastage? 
lmkhg for more opportunities fm cost redPl&cm, and are able to 
wdua?e heir own p e r f o ~ ~ .  The company may request BASC 
to atganize similar training for their grducaion workers and 
foma.  

The changes in production, employment, ales, and gross 
profit sbwn above were the result of 5 years' tsial and m r  to 
improve proctuca qualiq. The BASC training had an immena 
&.ect on these cbaages- 



F m k  cow's milk. safe price Tk 18fliter 

Before : About 40 titw'bay from X 3 heads 
Afier : 90 to 100 litdday from 22 heads 

'Before : 40 lit&day 
After : 90 to 2 0 0  t itdday 

Training on Financiaf Management for the owner d e s  of the 
C O x n p ~ Y  



August 2 1 to 24, I994 

Befbre : Worth Tk 13.5 million in 1993 
After : 'Worth Tk 18.9 million in f 994 

None 

Before : Tk 13.5 million in 1993 
After : Tk 18.9 rniIIion in 1994 

Training in financial managment for ktre owner of the company. 


